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This Committee which represents professional and other private groups concerned
with Federal taxation provides constructive criticism of Internal Revenue policies
and procedures and suggests ways in which the Service can improve its operations.




Commissimas of Inturnal Asvenue

WASHINGTON 25, D. C.

September 27, 1963

Honorable Douglas Dillon
Secretary of the Treasury
Washington, D. C. .

Dear Mr., Secretary:

Attached is the annual report of the Internal Revenue Service for fiscal
year 1963 describing its 100th year of operations. Noteworthy is that gross
Internal Revenue receipts surpassed the $100 billion mark for the first time
in history--reaching a total of $105.9 billion. This figure reflects the
vitality of our free society, the growth of owr economy, end the high level
of tax compliance of American citlizens. It is a testimonial to the honesty
and integrity of our people, as well as their industry and creativity.

Almost every one of our activities set new records of achievement, But,
as you well realize, raw statistics do not tell the full story. Just as
important as our direct enforcement results were the expansion of our compliance
efforts and the improvement reflected in compliance patterns, The favorable
public response and the results achieved to date confirm the soundness of our
1961 decisions to focus our efforts on improving voluntary compliance.

We have continued to emphasize professional standards throughout the
Service~-in our recruiting and training, promotion criteria, rules of conduct,
and in the day-to-day performance of our various duties, Integrity and fair
dealing have become guiding principles, and emphasis has been placed upon
courtesy and a commonsense approach in our contacts with taxpayers. In striving
for a professional level of performance, we have also sought a higher quality of
work throughout Internal Revenue. This is being done not for quality's sake
alone, but because we believe it will contribute to better taxpayer compliance
and to improved direct enforcement results.

We have also kept in the forefront a vigorous enforcement program. A
large part of our efforts continues to be placed on curbing tax gbuses end
excesses, and in participating in the organized crime drive in cooperation with
the Attorney General. We are examining a greater number of returns of exempt
organizations and are giving speciel attention to their problems, Our exsmina-
tion of tax returns of U.S. citizens and U.S. businesses operating in foreign
countries is also being expanded, and we are reshaping our entire foreign
program to meet the new edministrative responsibilities created by the Revenue
Act of 1962,

1963 marked another step forward in converting Internal Revenue operations
to an eutomatic data processing system. The Atlanta Regional Service Center is
fully operative, snd the computer center in Martinsburg, West Virginia, is
building up its nationwide master file record for both business and individual
accounts. The Philadelphia Regional Service Center began processing business
returns in January 1963; the Cincinnati and Dallas Regional Service Centers will
begin in January 196k4; and in Jenuary 1965 the remaining regions will enter the
system when our existing three area service centers are converted to ADP. 1In
eddition, in 1966 we plan on opening the IRS date center in Detroit , Michigan,
to relieve regional service centers of processing activities not directly related
to the AP master file--for example, payrolls, operating reports, and statistical
data for the entire Service.

You know of the emphasis we have been placing on equal employment opportuni-
ties for every citizen, regardless of race or religion. A steady rise continued
throughout the year in minority group employment, with increases.occurring at all
graede and salary levels. Positive steps were taken to essure equal rights and
opportunities to incumbents as well as to prospective employees. In addition to
broedened Job opportunities in general, minority group members nov occupy tech-
nical positions in almost every area of the country. Of great import was the.
accomplishment of these gains without giving preferential treatment or interfering
with the merit system. .

Finally, I would like to mention our management improvement program which
set an all-time record this year with annual recurring savings of more than $11
million. Improvements adopted will result in more ‘effective-deployment of man-
pover, better use of new mechanical and technical equipment, streamlining
training programs, and modernizing work techniques,

Most significant was the decision to realign Internal Revenue districts and
regions, which I believe will yield a variety of benefits for many years to come.
This was recommended by our Committee on Resources Utilization, but would not
have became & reality without your wholehearted approval and support. Not only
does ‘the realignment permit the chenneling of savings into two vitel areas--
taxpayer services and assistance as well as enforcement--but reducing executive
and administrative overhead will allov operational efficiency by improved lines
of communlcation and authority.

The President has emphasized the need for "increasing the productivity of
the Federal work force" and has made it clear that this is "urgent national
business.” The size and scope of Internal Revenue's operations, in concert with
a constantly expanding workload, make it imperative that we respond fully to
the President's direction and seek further economies to free resources for front-
line work. I am confident that our efforts in fiscal 196k will be as revarding
as our accomplishments were in 1963.

Commissioner of Internal Revenue
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"COMMISSIONERS OF

Office of Commissioner of Internal Revenue

INTERNAL REVENUE

created by act of Congress, Fuly 1, 1862.

Name State From To
George S. Boutwell................ Massachusetts. . ............... July 17,1862 | Mar. 4, 1863
Joseph J. Lewis............... ~...| Pennsylvania.................. Mar. 18, 1863 | June 30, 1865
William Orton.................... New York. ................... July 1,1865 | Oct. 31, 1865
Edward A. Rollins. ............... New Hampshire............... Nov. 1,1865 | Mar. 10, 1869
Columbus Delano................. Ohio, ..o i, Mar. 11, 1869 | Oct. 31, 1870
Alfred Pleasonton................. New York.................... Jan. 3,1871 | Aug. 8,1871
John W. Douglass................. Pennsylvania.................. Aug. 9,1871 | May 14, 1875
Daniel D. Pratt................... Indiana...................... May 15,1875 | July 31,1876
Green B. Raum. . Minois. ............ooovins, Aug. 2,1876 | Apr. 30,1883
Walter Evans..................... Kentucky..................... May 21,1883 | Mar. 19, 1885
Joseph 8. Miller. ................. West Virginia................. Mar. 20, 1885 | Mar. 20, 1889
John W. Mason..................:[..... doee i Mar. 21,1889 | Apr. 18, 1893
Joseph 8. Miller. .................[..... do..oiiiii Apr. 19,1893 | Nov. 26, 1896
W. 8t. John Forman............... Tlinois. ......covvrveennn. .. Nov. 27,1896 | Dec. 31,1897
Nathan B. Scott . West Virginia............ ;.| Jan. 1,1898 | Feb. 28, 1899
George W. Wilson. .. ......... ... Ohio...................... Mar. 1,1899 | Nov. 27, 1900
John W. Yerkes................... Kentucky..................... Dec. 20,1900 | Apr. 30,1907
John G. Capers................ ... South Carolina................ June 5,1907 | Aug. 31,1909
Royal E. Cabell. . ................ Virginia...................... Sept. 1,1909 | Apr. 27,1913
William H. Osborn................ North Carolina. . Apr. 28,1913 | Sept. 25, 1917
Daniel C. Roper.................. South Carolina................ Sept. 26,1917 { Mar. 31, 1920
William M, Willams. ............. Alabama..................... Apr. 11,1920 | Apr. 11,1921
David H. Blair. . .. ............... May 27,1921 | May 31, 1929

David Burnet.....................
Guy T. Helvering.................
Robert E. Hannegan. . ............
Joseph D. Nunan, Jr..............
George J. Schoeneman.............
John B. Dunlap........

T. Coleman Andrews. .. Virginia. .. ..
Russell C. Harrington. . ........... Rhode Island
Dana Latham.................... California. . .
Mortimer M. Caplin.............. Virginia... ..

In addition, the following were Acting Commissioners
during periods of time when there was no Commissioner
holding the office: John W. Douglass, of Pennsylvania,
from Nov. 1, 1870, to Jan. 2, 1871; Henry C. Rogers, of
Pennsylvania, from May t to May 10, 1883, and from May
1 to June 4, 1907; John J. Knox, of Minnesota, from May
11 to May 20, 1883; Robert Williams, Jr., of Ohio, from
Nov. 28 to Dec. 19, 1900; Millard F. West, of Kentucky,
from Apr. 12 to May 26, 1921; H. F. Mires, of Washington,

vili

June 11,1929 | Aug. 15,1930
Aug. 20,1930 | May 15,1933
June 6,1933 | Oct. 8,1943
Oct.” 9,1943 | Jan. 22,1944
Mar. 1,1944 | June 30, 1947
July 11,1947 | July 31,1951
Aug. 1,1951 § Nov. 18,1952
................ Feb. 4,1953 | Oct. 31,1955
................. Dec. 5,1955 | Sept. 30, 1958
................ Nov. 5,1958 | Jan. 20,1961
................. "Feb. 7,1961
from Aug. 16 to Aug. 19, 1930; Pressly R. Baldridge, of
Towa, from May 16 to June 5, 1933; Harold N. Graves, of
1llinois, from Jan. 23 to Feb. 29, 1944; John S. Graham, of
North Carolina, from Nov. 19, 1952, to Jan. 19, 1953;
Justin F. Winkle, of New York, from Jan. 20 to Feb. 3,
1953; O. Gordon Delk, of Virginia, from Nov. 1 to Dec. 4,
1955, and from Oct. 1 to Nov. 4, 1958; Charles I. Fox, of
Utah, from Jan. 21 to Feb. 6, 1961.

PRINCIPAL OFFICERS OF THE

INTERNAL REVENUE SERVICE

as of June 30, 1963

NATIONAL OFFICERS

OrrIcE OF THE COMMISSIONER

Commissioner. ............ Mortimer M. Caplin
Deputy Commissioner. . . . .. Bertrand M. Harding
Assistant to the Commissioner. . Edwin M. Perkins
Assistant to the Commissioner. . . Mitchell Rogovin
Assistant to the Deputy Commissioner
Albert W. Brisbin
Director of Practice........... Thomas J. Reilly
Director, Foreign Tax Assistance Staff
L. Harold Moss

ADMINISTRATION :
Assistant Commissioner. . .. ... Edward F. Preston
Executive Assistant.......... Donald C. Dawkins

Director, Program Staff. . . .. Julius H. Lauderdale
Division Directors: :

Facilities Management.. ..., R. Bruce McNair
Fiscal Management. . . .. .Gray W. Hume, Jr.
Personnel................. Albert J. Schaffer
Public Information...... Joseph S. Rosapepe
Training.............. George T. Reeves, Jr.
INsPECTION
Assistant Commissioner. . .. . Vernon D. Acree, Jr.
Executive Assistant. . ......... Fred G. Robinette
Division Directors:
Internal Audit............. Francis 1. Geibel
Internal Security. ......... William A. Kolar
COMPLIANCE
Assistant Commissioner. ... ... .. Donald W. Bacon
Executive Assistant.......... Charles G. Keebler

Division Directors:
Alcohol and Tobacco Tax. .. .Dwight E. Avis
Appellate. ................. Arthur H. Klotz
Office of International Operations
Clarence I. Fox, Jr.
. .Henry J. Donnelly, Jr.
Harold E. Snyder
................. H. Alan Long

PLANNING AND RESEARGH

Assistant Commissioner. ....... William H. Smith
Division Directors:
Plans and Policy.’.......... James R. Turner
Systems Development. . . . George J. Leibowitz
Research................ Richard W. Nelson
Statistics. ............ Ernest J. Engquist, Jr.
TecHNICAL V '
Assistant Commissioner. ....... Harold T. Swartz

Principal Assistant to the Assistant Commissioner
Joseph S. Zucker

Technical Advisor to the Assistant Commissioner
Arthur Singer

Executive Assistant............ Henry Wood, Jr.
Division Directors:
Tax Rulings. ........... John W. S, Littieton
Special Technical Services. . ... Ned W. Arick
Technical Planning........... Maurice Lewis

DaTA PRrOCEssING

Assistant Commissioner. . ........ Robert L. Jack
Executive Assistant. ............ Garrett DeMots
Division Directors:
Operations. . .............. Clinton L. Walsh
Reports. . .............. Harry K. Dellinger
Systems. . .............. Monroe H. O. Berg

Orrice ofF THe Cuier COUNSEL

Chief Counsel. ............... Crane C. Hauser
Associate Chief Counsels:
Administration............. W. Harvey Wise
Litigation. . ............... Rudy P. Hertzog
Technical............... Herman T. Reiling

Assistant Chief Counsels:
Tax Court and Refund Litigation
Raymond F. Brown
Enforcement and Collection
E. Riley Campbell
Technical. ............. Thomas McP. Davis




Principal Officers of the Internal Revenue Service—Continued

NATIONAL OFFICERS—Continued

Orrice oF THE Cuier CounseL—Continued
Division Directors:

Tax Court................. John T. Rogers
Refund Litigation. . ......... Lester R. Uretz
Joint Committee. .......... W. Dean Mathis

Collection Litigation. . .J. Walter Feigenbaum

Division Directors—Continued
Enforcement............ William F. McAleer
Alcohol and Tobacco Legal. . Robert B. Ritter
Legislation and Regulations

Samuel R. McClurd
Interpretative. ... ........ Richard M. Hahn

REGIONAL AND DISTRICT OFFICERS

ATLANTA REGION
Regional Commissioner. . . ... William J. Bookholt
Assistant Regional Commissioners:

Administration. . ........ Burton M. Graham
Alcohol and Tobacco Tax
F. Dale McClanahan

Appellate. . .............. Norman C. Bailey
Audit................... Harold B. Bindseil
Collection. .. ............. William H. Loeb
Data Processing. . ....... Wayne S. Kegerreis
Intelligence. . ........... Allen T. Hollinrake
District Directors: :
Atlanta, Ga. ............... Aubrey C. Ross
Birmingham, Ala. . ..George D. Patterson, Jr.
Columbia, $.C.......... Harold M. McLeod
Greensboro, N.C.............. John E. Wall
Jackson, Miss.............. James L. Enochs
Jacksonville, Fla...... Laurie W. Tomlinson
Nashville, Tenn. . ....... James M. Rountree
Regional Counsel. . .... ... Henry C. Stockell, Jr.
Regional Inspector........... Walter F. Connell
Director, Atlanta Regional Service Center, Atlanta,
Ga.......oooiii Robert H. Terry

Bosron ReGion
Regional Commissioner........... Harold R. All
Assistant Regional Commissioners:

Administration. . ........ Maurice J. Taggart
Alcohol and Tobacco Tax
George P. Rowland

Appellate. . ............ Stephen C. Volpone
Audit............... ... Joseph M. Hooban
Collection. . . ............. Matthew J. Ried!
Intelligence. . ............ J- Robert Murphy

District Directors:

Augusta, Maine. . .. .. .. Whitney L. Wheeler
Boston, Mass............... Alvin M. Kelley
Burlington, Vt............. Fulton D. Fields
Hartford, Conn......... Joseph J. Conley, Jr.
Portsmouth, NNH.......... Charles W. Emlet
Providence, R.I.......... John A. O’Connell
Regional Counsel............. Marvin E. Hagen
Regional Inspector........ Emanuel M. Schuster
Director, Northeast Service Center, Lawrence,
Mass..........cooiuinn William H. Weaver
CHicaGO REGION
Regional Commissioner. . . .. Douglas L. Barnes
Assistant Regional Commissioners:
Administration. . ........ William F. Sullivan

Alcohol and Tobacco Tax
William A. Collawn

Appellate. ............... Wallace T. Morris
Audit............... John W. Baudendistel
Collection. ............... Edwin P. Trainor
Intelligence. ............. William B. Mayes
District Directors:
Chicago, Ill............ Eugene C. Coyle, Jr.
Detroit, Mich. ............ Raphael I. Nixon
Milwaukee, Wis. . ........... Emil J. Nelson
Springfield, Il .. ........... Jay G. Philpott
Regional Counsel. .. ............ David F. Long
Regional Inspector.......... William A. Costello
CINCINNATI REGION
Regional Commissioner. . ..... Ernest H. Vaughn
Assistant Regional Commissioners:
Administration. . ........ F. Dean McCrory
Alcohol and Tobacco Tax. . Henry R. Peterson
Appellate. . ........... G. Waldron Snyder

CmvcINNATI REGroN—Continued
Assistant Regional Commissioners—Continued

Audit................. Michael A. DeGuire
Collection. .. ............. William J. Grabo
Intelligence........... Thomas P. McGovern
District Directors:
Cincinnati, Ohio......... Philipp L. Charles
Cleveland, Ohio........... Melvin J. Burton
Indianapolis, Ind . . . . ... Sterling M. Dietrich
Louisville, Ky. . ........... Gilbert C. Hooks
Parkersburg, W. Va..... .. Nathaniel Looker
Richmond, Va......... Ambrose M. Stoepler
Regional Counsel. . ........... Clarence E. Price
Regional Inspector........ Gordon M. Anderson
Director, Cincinnati Regional Service Center,
Covington, Ky.............. Everett L. Meek
Darras Recion
Regional Commissioner........., B. Frank White
Assistant Regional Commissioners:
Administration..................... Vacant
Alcohol and Tobaceo Tax.. .~ ....... Vacant
_Appellate............. ... Tom F. Reese
Audit........... ... Lawrence M. Stewart
Collection. .................. Alfred N. Kay
Intelligence.......... William E. Beloate, Jr.
District Directors:
Austin, Tex.............. Robert L. Pbinney
Albuquerque, N. Mex. .. .Clyde L. Bickérstaff
Dallas, Tex.............. Ellis Campbell, Jr.
Little Rock, Ark........... Fred W. Johnson
New Orleans, La............Chester A. Usry
Oklahoma City, Okla. . . ... Earl R. Wiseman
Regional Counsel.............. J. Marvin Kelley
Regional Inspector. ... ..... David O. Lowry, Jr.
Director, Dailas Regional Service Center,
Austin, Tex.............. /....Ervin B. Osborn
New York Crry REcIon
Regional Commissioner. . ... .. Howard D. Taylor
Assistant Regional Commissioners:
Administration..........., Arthur J. Collinson
Alcohol and Tobacco Tax. . . .F. Virgil Welsh
Appellate. .................. Ellis L. Zacker
Audit.................0 ".Alfred L. Whinston

NEew York Crty REgron—Continued
Assistant Regional Commissioners—Continued

Collection............... Elmer H.Klinsman
Intelligence............. Francis J. Kennedy
District Directors:
Albany, N.Y........Edward J. Fitzgerald, Jr.
Brooklyn, N.Y........... Thomas E. Scanlon
Buffalo, N.Y................. John E. Foley
Manhattan. . ............ Charles A. Church
Syracuse, NY.......... Raymond H. Reichel
Regional Counsel. ........ William V. Crosswhite
Regional Inspector..................... Vacant

Omaua Recion

Regional Commissioner.. . .. Homer O. Croasmun
Assistant Regional Commissioners:
Administration .. .......... ... Vacant

..... Edward J. Fox
................... Vance N. Bates
. Robert J. McCauley
................ Clarence E. Raish

................. Harold B. Holt

District Directors:

Aberdeen, S. Dak......... William C. Welsh
Cheyenne, Wyo............ Paul A. Schuster
Denver, Colo................ V. Lee Phillips
Des Moines, Iowa.......... Ernest W. Bacon
Fargo, N. Dak........... Byron J. Rockwood
Kansas City, Mo....... Edwin O. Bookwalter
Omaha, Nebr............. Richard P. Vinal
St. Louis, Mo............. James A, O’Hara
St. Paul, Minn. .......... George O. Lethert
Wichita, Kans............ Harry F. Scribner
Regional Counsel. ............. Frank C. Conley
Regional Inspector.......... Winslow B. Randall
Director, Midwest Service Center, Kansas City,
Mo....o.ooooiiiiiii Arnold 8. Dreyer
PH1LADELPHIA REGION
Regional Commissioner. ......... Dean J. Barron
Assistant Regional Commissioners:
Administration,........ Robert D. McDowell
Alcohol and Tobacco Tax. . ... Louis DeCarlo
Appellate............... William E. Steynen
Audit.............oo L Joseph M. Shotz
xi




Principal Officers of the Internal Revenue Service—Continued

REGIONAL AND DISTRICT OFFICERS—Continued

PriLapELPHIA REGION—Continued
Assistant Regional Commissioners—Continued

Collection.............. Edward J. Manning
Intelligence. . ...................... Vacant
District Directors:
Baltimore, Md............... Irving Machiz
Camden, N.J........... . William F. Culliney
Newark, N.J........... Frank 8. Turbett, Jr.
Philadelphia, Pa.......... Kenneth O. Hook
Pittsburgh, Pa.............. John H. Bingler
Scranton, Pa................ Ellis R. Rogers
Wilmington, Del........... Horace L. Brown
Regional Counsel .. .............. Cecil H. Haas
Regional Inspector................ Earl L. Fuoss
Director, Philadelphia Regional Service Center,
Philadelphia, Pa........... Anthony L. Carrea
San Francisco Recron
Regional Commissioner. ........ Harold Hawkins
Assistant Regional Commissioners:
Administration.............. Homer C. Gant
Alcohol and Tobacco Tax. ... .. Isham Railey
xii

San Francisco Recron—Continued

Assistant Regional Commissioners—Continued
............ Gardiner B. Willmarth

veveev.......Raymond F. Harless

................ Charles D. Moran

............... Herman F. Kuehl

District Directors:
Anchorage, Alaska.......... Lewis J. Conrad
Boise, Idaho...............Calvin E. Wright

Helena, Mont. . ..
Honolulu, Hawaii. .

......... Frank J. Healy
.....Vaughn W. Evans

Los Angeles, Calif......... Robert A. Riddell
Phoenix, Ariz.............. Wilson B. Wood
Portland, Oreg...........Arthur G. Erickson |
Reno, Nev................... Dalmon Davis
Salt Lake City, Utah........ Roland V. Wise
San Francisco, Calif..... ... Joseph M. Cullen
Seattle, Wash.............. Neal S. Warren
Regional Counsel............... Melvin L. Sears
Regional Inspector.............. Henry A. Feltz

Director, Western Service Center, Ogden, Utah
Frederick W. Bearman

U.S. TREASURY DEPARTMENT

Office

N-ﬂnnll) OIRECTOR O | ] COMMISSIONER

INTERNAL REVENUE SERVICE

Deputy Commissioner

L | L

I

18

GENERAL COURSEL

7 CHIEF COUNSEL

ASSISTANT ASSISTANT ASSISTANY ASSISTANT ASSISTANT ASSISTANT Lnaation
M o (Data Processing) (Planning and (Technlcat) ! ot
Research) Chat Conrreb (3)
I 1 7 I | e
Aleshol sad Todaces
omisions Tt et
orsions Drvisions oivistons orvsions oivisions Catiaction Litigstoen
Iniomal Avall Facifition: Aleahol and Oparatian® Miane and Pulicy Spacal Techmicat Entorcomant
. et oo 1o g — S oot Comrtte
Floesl Appuliate Srtem Strtsic Vo iy Watene Litiguimn.
st e P Tesmen Tt
] catcten fei amning
red etaigwes
atomation —e
Traa =t
o
TECANICAL
[R—
Agsrimt
FOREIGN TAX
== = | i
DMISIONS
ADMINITRATION [r———
Lugistetion and
Asanciate Chiet Connont Raguistions.

REGIONAL INSPECTORS Ri Ce
o ol C
oivisions ASSISTANT REGIONAL
COMMISSIONERS
It Avst
ol owvistons
Becary Admhisreton
Tebaa Te1
Aotz
ut
Coecton
uts Prcoming™
Inatigwcs
Distriet Diracton I SERVICE CINTERS l
)
(6%2)
Dsions
Adswisioton
v
Cotatnn
“Inchuiag Netienst Compater Contar drtasbir, W. Vo g
<Attt Repon aly.

Internal Revenus Service Organization

REGIONAL COUNSELS
. ©

ovIsions

Flald
Ofices




A!x

Internal Revenue Service

R
j: wasnt®
n

National Offics
Washington, 0.

Computer Conter
Mortinaburg, . Yo

sy . - i
9 Regions * 62 Districts
ONr T
® b T
~ bax L]
,
Fiinng ongy ® oeas
Fage
Py
.y, wro, -
Cany - Avesdrer 1. Pas @
D 1o
o o Tow
v oy
® e, )t Cheyeane . Des Waines
! heen, e e A *
"u.,,“‘ i wo.
"t T
I wenta
.
e - el
Texay o Team. apshert
ame WashvBe
Prevny, o)
.
e wech T —
Ohiabama ity A (T Y g oo
-
. pn
N emingham
baLLas Jr [
o, ..
NN e
b
L
L FLA

New Orleans
o

fegional Boundary

O v s ) ———— —-—  ODistrict Baundary
....u.Q’ = ©  Commissioner of Internat Revenue
s & Regieral Commissioner and Oisteict Directar
§> ®  Districl Directos
tsar drsatisce s L ®  Service Center

¢ Computer Ceates

; Current organization effective through December 31, 1963

Internal Revenue Service

8 Regions % 58 Districts

.
Shladems Ny

oauss e
N,
o,
I S Y-
g | PN
i

UO Ql Regisnd) Bowadary
p— ——— —-— Districl 8amadary
o Commissioaer of latersal Reveson

District Jirecter

Service Ceater

Kational Computer Center

Naticaal Sesvice Centes
Organization to be effective January 1, 1964 (see page 49)

Inctuded tn San Franclsco Regton

o
s Regisnal Comaissioner and District Director
.
a
¢
A

AX

Foreign Posts,
QOffice of International Operations

LONDON
MANILA
MEXICO CITY
.OTTAWA

PARIS
SAQ PAULO

vnl‘\“’:‘: .*

e
weshgtes. DE-

Forelgn Posts,
Otfice of International Operations

LONDON
MANILA
MEXICO CITY
OTTAWA
PARIS

SAQ PAULO



Millions

{]

‘I

j Comparative Highlights
!

(‘f«

|

!

Percent
1963 1962 of change
Gross recelpts $105,925.4 | $98,440.8 6.5
Refunds: .

Number 40.7 40.4 0.7

Amount $6,609.4 | $6,303.0 4.9

Returns filed 97.8 96.5 1.4

Taxpayers assisted 1.5 11.2 3.0

Returns examined 3.8 3.5 10.8

Additional tax from enforcement $2,243.4 $1,871.6 13.8

)" Delinquent taxes collected, total $1,280.7 $1,255.2 2.0

Delinquent accounts $1,093.0 $1,152.4 -52

‘Y Trust funds in notice status $187.7 $102.8 82.6
%
!
i

]
7
4 707-151 0-—83——2
!
1




1

Interpretation

and Communication
of Tax Law

to Taxpayers

GENERAL

The objective of the Internal Revenue Service is
to administer the tax laws vigorously but also
reasonably. The confidence of the citizen in
reasonable, impartial, and honest administration
of the law is an American tradition which serves as
the underpinning of our unique self-assessment tax
system. To broaden voluntary compliance under
this system, it is incumbent upon the Service to
fully apprise taxpayers of their rights and obliga-
tions under the tax laws, and to accommodate
administrative procedures to the interests and
convenience of taxpayers. These aims are accom-
plished through a series of programs, including
preparation and distribution of regulations, rulings,
tax forms, and instructions; publication of numerous
tax guides covering separate tax situations; dis-
semination of information to taxpayers by a broad
public information program through different
news media, and by a taxpayer assistance program
conducted in district and local offices.

TAXPAYER PUBLICATIONS

This is basically a self-help program for tax-
payers. In addition to providing instructions with
the tax return forms, the Service issues approxi-
mately 50 publications in plain everyday language
for the information and guidance of taxpayers on
practically all aspects of Federal taxation (see
page 62). Continuing the Service’s “New Direc-
tion” for greater emphasis on voluntary compliance
through an informed taxpaying public, numerous
improvements and expansions of the program were
accomplished during the year and scheduled for
the near future.

Forty-one other taxpayer assistance documents
ranging in size from 1 to 24 pages were distributed
free to taxpayers. Distribution of the various
documents ranged from 1,000 to 110,000 copies.
Each publication contains detailed and easy to
understand explanations of the laws applicable to a
particular problem area. Objectives of this pro-
gram are to expedite and increase the effective-
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ness of our Taxpayers Assistance Program, and to
minimize the necessity for individual assistance by
Service personnel. The booklets are used as in-
serts by the National Office and by field offices in
replies to requests from taxpayers, and are also
available upon request in local offices of district
directors. They are also used as supporting
statements for adjustments made in revenue agents’
reports. These booklets are listed on page 63.

The Service conducted a program of personally
delivering the “Mr. Businessman’s Kit” to new
businessmen to acquaint them with their obliga-
tions under the Federal tax laws. Revenue officers
in conjunction with their other duties delivered
107,000 of these kits during the year.

PUBLIC INFORMATION PROGRAM

General —Utilizing the Centennial observance as
a point of interest, the Service conducted an ac-
celerated public information program throughout
the year. Extended efforts were directed toward
increased public understanding of the Federal tax
laws and the rights and obligations of taxpayers.

In addition to the needs reflected by the areas of
automatic data processing and taxpayer assistance
in general, the liberalization of depreciation guide-
lines and the effect of the Revenue Act of 1962
created sharply increased demands for mass dis-
semination of information. :

The keen public interest which developed in the
tax aspects of travel and entertainment expenses,
retirement plan contribution of self-employed per-
sons, investment credit, foreign investment, etc.,
caused news media inquiries and requests to in-
crease substantially. With the cooperation of both
print and broadcast media, the Service strength-
ened its program of information thereby contribut-
ing toward a better-informed public.

News Releases and Inguiries—~Reflecting the Serv-
ice’s growing public information effort, a record 97
technical'and 138 general news releases were issued
by the National Office during the year. In addi-
tion, suggested releases for local adaptation were
provided to field offices which, in turn, developed
releases for issuance to media in their areas.

More than 600 requests for information concern-
ing speeches, Service publications and issuances
of various kinds, information about tax exempt
organizations, offers in compromise, and other

technical matters were answered. Approximately
30,000 inquiries were handled by telephone, by
letter, or through personal visits by representatives
of news media, national organizations, and field
offices. Many of these required extensive research,
and in some cases meant drafting background
material on which would be based feature articles,
radio and television scripts, and speeches.

Films, Radio, and Television—A record number of
television spot announcements—reports indicate
blanket coverage by both network and individual
stations—brought information and tax hinis to
taxpayers during the year, with a concentration of
scheduling during the individual income tax filing
season. An estimated audience of 64.5 million
viewers on television, in theaters, or in groups, saw
the Service's documentary films. These included
a specially produced motion picture, “Then and
Now,” which received wide exhibition in hundreds
of civic showings, as well as in theaters and on TV,
In addition, a set of 3 films dealing with prepara-
tion of Federal tax returns, found ready accept-
ance. Dozens of radio spot announcements were
used by networks and individual stations. Na-
tional Office officials as well as field officials made
appearances on numerous radio and television
programs providing tax information through inter-
views, panel discussions, and other means.

Other —A new 301-page book, “The American
Way in Taxation,” with a foreword by Commis-
sioner Caplin, was published. by Prentice-Hall,
Inc. Much of the background material was
provided by the Service.

TEACHING TAXES PROGRAM

Public and private school and college participa-
tion in the “Teaching Taxes” program continued
to grow. More than 3 million student handbooks
were distributed to approximately 23,000 educa-
tional institutions during the year.

Indicative of the widespread success of the Pro-
gram was the survey finding that in the Omaha
Region more than 93 percent of all high schools
included the Program in their curricula. - This
intensive coverage is largely the result of publicity
through exhibits at educational conventions and
visits to and correspondence with state and local
school officials.
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TAXPAYER ASSISTANCE PROGRAM

NUMBER OF TAXPAYERS ASSISTED

Thousands
Individusl 470
sssistance 509

Sell-help
assistance

Telephone
assistance

1963 Totals 1962

A basic component of the Service’s program of
fostering voluntary compliance is the Taxpayer
Assistance Program. Taxpayers are assisted by
specially selected individuals who have demon-
strated their téechnical proficiency and their ability
to deal effectively with the public.

During the filing period, 11.5 million taxpayers
received aid in preparing their tax returns, an in-
crease of 331,000 over last year. Assistance fur-
nished taxpayers by telephone rose from 6.3 million
in 1962 to 6.8 million in 1963. Taxpayers re-
ceiving individual assistance numbered 470,000
compared with 509,000 last year, but the number
furnished self-help assistance in 1963 (approxi-
mately 4.3 million) was substantially unchanged
from 1962,

Although the total number of taxpayers assisted
increased 3.0 percent over 1962, the number of
man-days expended on this program decreased 9.9
percent from 131,518 in 1962 to 118,546 in 1963.
This saving in time expended was made possible
by placing greater emphasis on assistance furnished
by telephone.

TAX RETURN FORMS PROGRAM

The Service found itself hard pressed to meet the
demands for improving designs and simplifying
many of the more than 250 return forms and in-
structions used in carrying out the tax program.
With the constant revisions required as a result of
new legislation and regulations, varying effective
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dates as well as legislation currently pending in
the Congress, the Service was under a heavy burden
to complete its production schedules by the re-
quired target dates. As the number of returns
filed is approaching 100 million and the laws con-
tinue to become more complex, the drafting and
publishing of forms and instructions which will
accurately reflect all sections of the Internal
Revenue Code has become a massive undertaking.

Members of the Forms Committee, cognizant
of the impact of automatic data processing on the
design and use of tax return forms, visited service
centers and held conferences with ADP specialists
in order that problems involving processing of
data from the many forms would be minimized.
There was also close coordination with the Social
Security Administration and other Government
agencies as well as with State tax officials in matters
of mutual concern. Many suggestions received
from professional groups, the public, and Service
employees were evaluated and utilized.

New and Revised Tax Forms—Several new forms
were designed as a result of legislative changes!
Among these were Form 3468, Computation of
Investment Credit, used to compute the credit
against tax for investments in certain depreciable
property, and Form 3520, United States Information
Return (With Respect to the Creation of or Trans-
fers to Certain Foreign Trusts). Forms were
eliminated when possible or several forms com-
_bined into one as in the case of Form 941, Em-
ployer’s Quarterly Federal Tax Return. Forms
either new or containing significant changes are
listed on page 64.

Form 3435 was designed as a result of the enact-
ment of Public Law 87-397 which requires recipi-
ents of dividends, interest, and other payments to
furnish identifying numbers to payers who are
required to report such payments to the Service.
Part 1 is used by the payer to obtain the payee’s
number and Part 2 is a request for an application
for an account number by a payee to whom a num-
ber has not been assigned.  Form 3468 was designed
to enable taxpayers to compute the credit allowed
against the tax for investments in certain depreci-
able property acquired after December 31, 1961.
Form 3491 was designed for the use of certain
consumer cooperatives desiring to obtain exemption
from the filing of information returns on Forms
1096 and 1099 provided by section 6044(c) of the
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Internal Revenue Code. Form 3520 was designed
by reason of the requirement under section 6048
of the Code that a grantor in the case of an inter
vivos trust, the fiduciary of an estate in the case of
a testamentary trust, or the transferor, as the case
may be, must file such return on or before the 90th
day after (1) the creation of any foreign trust by a
United States person or (2) the transfer of any
money or property to a foreign trust by a United
States person.

Of the forms revised significantly, Form 941,
which formerly consisted of 3 different types and a
separate Schedule A, was so designed that all
necessary information is contained in one form.
The format and content of Form 959 were com-
pletely revised to develop the additional infor-
mation required by section 6046 of the Code.
Form 990-A was revised so that additional infor-
mation can be made available to the public and
assist in disclosures of exemption abuses. Form
1041-A was made a duplicate form in order that
information relative to trusts claiming contribution
deductions under section 642(c) could be made
available to the public as required by section 6104
of the Code. Forms 1087, 1096, and 1099, infor-
mation returns, were revised considerably to meet
the additional reporting requirements contained
in the Revenue Act of 1962 with respect to pay-
ments of dividends, interest, etc. A die cut was
added to the Form 1120 corporate package for use
in the Atlanta Region as a pilot project to test
the practicability for ADP purposes of having the
Service preaddress the return by attaching a label
showing the name and address under which the
prior return was filed. Also drafted were a number
of sample forms and tax rate tables illustrating the
effects of proposed legislation.

" REGULATIONS PROGRAM

General —Fifty-three Treasury Decisions, 9 Ex-
ecutive Orders, and 44 notices of proposed rule-
making, relating to matters other than alcohol and
tobacco taxes, were published in the Federal
Register. These regulations were issued under
provisions of the Internal Revenue Code of 1954
as originally enacted, subsequent public laws, or
on the basis of an administrative determination.

Twenty-one public hearings on the provisions of
the proposed regulations, which were published

this year, were held in accordance with the provi-
sions of the Administrative Procedure Act. Ap-
proximately 1,900 taxpayers or their representatives
participated. ;

The more important regulations, Treasury Deci-
sions, and Executive Orders are described on
pages 64—66.

Alcokol and Tobacco Taxes.—Regulations in 26
CFR Part 198, “Production of Volatile Fruit-
Flavor Concentrate,” were modernized and re-
issued to provide simplified requirements for
qualification, construction, and operation of volatile
fruit-flavor concentrate plants. Regulations in 26
CFR Part 295, “Removal of Tobacco Products
and Cigarette Papers and Tubes, Without Payment
of Tax, for Use of the United States,” were reissued
to provide specific standards under which tobacco
products and cigarette papers and tubes may be
removed without payment of tax for use of the

_ United States.

DEPRECIATION

Revenue Procedure 62-21, Depreciation Guide-
lines and Rules, released on July 12, 1962 (C.B.
1962-2, 418; also IRS Publications 456 and 457),
has redirected the emphasis of depreciation so as
to give greater effect to anticipated obsolescence
and less to the historical experience of taxpayers.
This move to liberalize the depreciation deduction
carries out the announced objective of the President
and the Secretary of the Treasury, and follows
intensive studies of the subject conducted by the
Treasury Department with the assistance and co-
operation of Service engineers.

Instruction courses have been conducted to
familiarize field agents with the objectives and
application of the procedure and many inquiries
from taxpayers and from the field offices have been
handled by Service engineers. National Office
employees and field officials and employees have
been called upon to appear before many organiza-
tions and groups to explain the depreciation pro-
cedure and to answer questions.

Continuing studies are being conducted to keep
the revenue procedure up to date with corrections
and clarifying statements when necessary. To
date there have been two amendments to the
revenue procedure and a series of clarifying
questions and answers have been released.
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INTERNAL TECHNICAL DEVELOPMENT
AND GUIDANCE

Tax Briefs for Revenue Agents and Office Auditors.—
“Tax Briefs” is issued every 4 weeks to revenue
agents and office auditors in field offices and to tech-
nical personnel in the National Office. It serves as
a convenient medium for keeping Service personnel
engaged in technical work abreast of the latest
technical developments with a minimum of time.
It permits them to readily identify those matters
which affect their particular areas of work and
mitigates the necessity for reading commercial let-
ters and similar technical publications. It reports
currently, in digest form, selected court decisions,
published rulings, and other technical develop-
ments. All important favorable court decisions are
reported as well as important adverse decisions of
the Tax Court when acquiescence or nonacquies-
cence is announced. Also, important adverse
decisions of other courts may be included with a
cautionary statement regarding the Commis-
sioner’s position. To make it more convenient for
Service personnel to carry this publication with
them for reading at opportune times, its size was
changed during the past year from notebook to
pocket size.

Engincering Citator—An engineering citator is
being prepared by the engineering branches as a
looseleaf compilation of annotations and citations
of published tax law precedents. It is designed
for use as a basic reference source on tax treatment
of engineering issues. The natural resoufces sec-
tion of the citator was released on April 15, 1963,
and other sections are in process of preparation.
The citator will be kept up to date with periodic’
supplements.

Engineering  Area Field Conferences—Four area
field conferences for engineers were held in coopera-
tion with the Audit Division. All field engineers,
with rare exceptions, and other selected field
representatives attended one of the conferences.

These conferences provided a valuable forum
for the discussion and clarification of numerous
engineering issues, including intensive considera-
tion of the Depreciation Guidelines and Rules as
established by Revenue Procedure 62-21.

These area field conferences were a substitute
for the Annual Engineering Institute held in
Washington in some prior years. These 3-day
conferences were held in Dallas from May 15
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through 17, in San Francisco from May 20 through
22, in Chicago from May 27 through 29, and in
New York from June 10 through«l2.

Annual  Technical Review  Institute—This is a
seminar-type program which consists of a series
of tax articles discussing the more important de-
velopments in Federal taxation. Its purpose is to
give Service agents and other technical employees
the benefit of a detailed discussion of the more im-
portant and complex developments as soon as pos-
sible after they occur. Discussion topics for the
institutes are selected and written by experienced
technicians in the National Office, and are deliv-
cred in the field by discussion leaders. The dis-
cussions for the 1962 institutes weredistributed tothe
field offices in October 1962. They reviewed many
difficult topics, such as “kickback” payments; de-
preciation on assets in year of sale; real estate in-
vestment trusts; collapsible corporations; and many
other developments of equal complexity. A com-
plete set of the discussions was furnished every
revenue agent for his guidance and information.

TAX RULINGS AND DETERMINATION
LETTERS

Tax Rulings—During the year, 37,929 requests
from taxpayers for rulings and requests from field
offices of the Service for technical advice were
processed in the National Office. These included
34,967 requests which had been received from tax-
payers or their representatives and 2,962 requests
from field offices. At the close of the year, 7,150
requests for rulings and technical advice were on
hand.

In connection with the processing of rulings and
technical advice, 11,350 formal and informal tech-
nical conferences were held with taxpayers and
their representatives.

An analysis of the rulings and technical advice
processed, by subject matter, follows:

Requests for tax rulings and technical advice processed

Tax- i

Subject Total | payers’ u:'ﬂi“
requasts

Totsl. 37,929 | 34,967 2,962
Income and excess Pmlits t8X8S. o] 29,072 | 28,003 1,069
and set. taxes. L2391 1,219 20
Estate and gitt taxes_ 718 579 139
Alcoho! and tabaceo t: 4,164 | 3,087 1,017
Other exciss taxes. ... 2,192 1 1,661 531
Engineering questions {depreciation, 544 418 126

INTERPRETATION AND COMMUNICATION OF TAX LAW TO TAXPAYERS

Determination Lelters~—During 1963, 11,602 de-
termination letters involving the initial qualification
or termination of employee benefit plans were
issued by district offices. The National Office
received on appeal 46 applications, of which 26
were decided for the taxpayer, 5 partially in his
favor, and 15 against the taxpayer. In addition,
district offices issued 5,199 determination letters to
organizations seeking to establish exemption from
Federal income taxes. Of this total, 328 determi-
nations were adverse to the organization.

The following table shows the types of determi-
nations and benefit plans involved during fiscal
1963:

Determination letters issued on employee benefit plans and
exempt organizations

Employes benefit
plans
Item organi-

zstions
Profit- | Pension or { Stack
sharing annuity |- bonus

inltial qualificati
Approve

.. 5,133 5,428 6 4,871
Employ :
under plan 471,675 451,814 [ 7,480
Total number employed...| 1,055,265 | 1,058,753 | 14,021
Disapproved, 74 75

Terminations. ... 421 454 1 S,
Closed without issuance of dater-
mination letter, ____.._____.____ 360 386 3 1,102

Closing Agreements—Closing agreement cases in-
volving the tax status of prospective transactions
are considered by the Tax Rulings Division of the
National Office. Two cases were received during
the year, 2 were closed and 21 are pending.
Eighteen of the pending cases are related and are
awaiting legal action on a key case.

Publication of Rulings, Procedures, and Announce-
ments.—Two hundred and fifty rulings and 40 pro-
cedures were published, as follows:

Revenue rulings and procedures published

Type Number

Tota! 23¢
Income tax 127
istrative and mi: 25
Alcohol and tobaceo taxes. 51
Other excise taxe: 7;
ineering issues. 1
Estate and gitt taxes H

The more significant rulings and procedures are
summarized on page 66.

In addition to notices with respect to proposed
regulations, 187 announcements of general interest
were published in the Internal Revenue Bulletin.
The more important ones are described on page
67.

Ninety-eight technical information releases were
issued. Thirteen announced the position of the
Service as the result of court decisions having
widespread effect on tax administration. See
page 68 for summaries of the more significant
releases.

The Cumulative List of Organizations described
in section 170(c) of the Internal Revenue Code of
1954, Publication No. 78, has been revised through
December 31, 1962. At the same time, a new
system has been established for issuing supplements
to this publication. They will be issued bimonthly
as separate pamphlets and will be on a completely
cumulative basis for each calendar year. The new
publication and the pamphlet supplements are
available for purchase by the general public.
Supplements to Publication No. 78 will not' be
duplicated in the Internal Revenue Bulletin.

Because of the heavy volume of printed matter
resulting from legislation enacted during the
Second Session of the 87th Congress, a separate
bulletin, Cumulative Bulletin 1962-3, was pub-
lished to contain such matters, and is available for
purchase. It contains (1) a digest of internal
revenue legislation enacted from January through
December 1962; (2) Public Laws, or excerpts there-
of, pertaining to internal revenue matters enacted
on or after May 24, 1962; (3) Committee and
Conference reports, or excerpts thereof, related to
those Public Laws; and (4) a topical index to the
provisions of those Public Laws.

The Service has reviewed its Revenue Rulings
and Procédures pertaining to tobacco products and
listed those which have been determined obsolete
(Rev. 62-172, CB 1962-2, 352).
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Internal Revenue
Collections
and Refunds

INTERNAL REVENUE COLLECTIONS
Bilfions of dotlars

134 158

22 29
Corporation Ingdividual Employment E’m" Excise
income income taxes and gift taxes
taxes taxes taxes
Totals
1963 1962

1059 94

GENERAL

A record $105.9 billion was collected in fiscal
year 1963, an increase of $6.5 billion, over 1962.
This was the first year in which revenue collections
exceeded $100 billion. Collections from all major
sources were higher than last year. The increases
were: Income taxes $3.4 billion, 4.7 percent;
employment taxes $2.3 billion, 18.1 percent; estate
and gift taxes $0.15 billion, 7.5 percent; and excise
taxes $0.66 billion, 5.2 percent.

There are definite indications that substantial
improvement in'voluntary compliance contributed
to the sharp rise in internal revenue collections.
Service programs dealing with taxpayer informa-
tion and assistance (including publications for
taxpayers) were expanded and improved. In the
enforcement area the number of delinquent returns
secured and the total amount of taxes assessed
were larger than ever before; greater care was
exercised in selecting returns, and a quality audit
was stressed and improved audit techniques were
applied in the examination program with the
result that recommended increases in tax liabilities
reached an alltime high. Preventive measures
were also taken to protect the revenue by pursuing
a more vigorous collection procedure for trust fund
accounts in notice status with a consequent 82
percent increase in collections from that source.
In addition, the conversion to Automatic Data
Processing had a salutary effect on taxpayers who
had not been measuring up to their tax responsi-
bilities. During the year many taxpayers came
into district and local offices to voluntarily disclose
unreported income, pay prior year taxes, and state
that they wanted to get their taxes current before
ADP was fully implemented. These measures in
concert with a general improvement in economic
conditions were major factors underlying the $6.5
billion increase in receipts over 1962.

The increase in income taxes was the combined
effect of a $2.3 billion rise in individual income
taxes and a $1.0 billion rise in corporation income
taxes. The gain in individual income taxes,
36.1 percent of the increase in total collections,

INTERNAL REVENUE COLLECTIONS AND REFUNDS

reflected both greater voluntary compliance and a
continued rise in the national level of personal
income, particularly in wages and salaries. The4.9
percent gain in corporation income taxes resulted
in a new high for collections from this source, and
is attributed to improved voluntary compliance
and the increase in corporation profits in calendar
year 1962

Employment taxes accounted for 35.4 percent
of the increase in total revenue which reflected not
only the higher level of personal income, but
also increases in tax rates referred to below.

Refunds of all classes of taxes totaled $6.5
billion, an increase of $0.3 billion over fiscal year
1962. Gross collections less refunds were $99.4
billion in 1963, compared with $93.2 billion in
1962. The increase in net revenue was nearly
$6.2 billion, 6.6 percent.

A comparison of gross collections in 1963 and 1962
by principal categories is shown below. Internal
revenue refunds are compared by year and by

type on page 12.

Gross internal revenve collections

{in thousands of doltars. For detalis ses table 3,.p‘ 86)

Source 1963 1862
Grand total V.. o mieaeas 105,925,395 | 99, '“0, 839
tacome taxes, total .. ... ... . .| 75,323,714 | 71,945,305

22,336,134 | 21,295,711
52,987,581 | 50,649,594

38,718,702 | 36,246,109
14,268,878 | 14,403,485

15,004,486 | 12,708,171

13,484,379 | 11,686,231
948, 454 457,629

taxes, total.

0ld-age and disability insurance .
Unemployment insurance.

Ratlroad retirement_. 571,644 564,311
Estate and gift taxes_ 2,187,457 2,035,187
Excise taxes, total. . . 13,409,737 | 12,752,176

Alcahol 3,441,656 3,341,282

Tobacco. 2,079,237 2,025,736

Other. 7,888, 844 7,385,158

1 Collections ate adjusted o exciuda smounts transferred to the Goverament of ~

Guam. = For details see table 1, p. 77 and footnate 3, p. 83,

* Estimated.—Collections of individual income tax withheld are not reported
separately from ‘old-aie_ and disability insurance taxes on wages and salaries.
Similarly, collsctions of individual income tax not withheld are not reported sopa-
rately from old-age and disability insurance taxes on self-employment income.
The amount of ald-age and disability insyrance tax collections shown is based on
estimatas made by the Secretary of the Treasury pursuant to tha provisions of sec.
201(a) of the Social Securlty Act as amended, and inctudes all old-age and dis-
ability insurance taxes. The estimates shown far the 2 classes of individual
income taxes were derived by subtracting the old-age snd disability insurance tax
estimates from the combined totals reported.

Note.—~Calendar year figures by regions, districts, States, and other areas, for
setocted types of texes, may be oblained from the Public Information Division,
internal Revenue Service, Washington, D.C., 20224.

INCOME TAXES

Corporation and individual income taxes to-
gether accounted for 71.1 percent of total internal
revenue in 1963,

Corporation taxes comprised 29.7 percent of all
income taxes and 2I.1 percent of all internal
revenue. Collections from this source in 1963
increased 4.9 percent, and set a new record. Re-
funds of corporation income taxes were $15.8
million less in 1963 than in 1962, the net effect of
a decrease of $80.8 million in refunds representing
tentative carrybacks of operating losses and a
$65.0 million rise in refunds due to excessive pre-
payments and regular adjustments. Gross corpora-
tion tax collections less refunds (principal only)
resulted in net revenue from this source of $21.6
billion in 1963 compared with $20.5 billion in 1962.

Individual income taxes accounted for 70.3
percent of all income taxes and one-half of total
internal revenue. The amount collected by with-
holding on salaries and wages was 6.8 percent
higher in 1963 than in 1962 and represented 73.1
percent of all individual income ‘taxes.

More than 96.8 percent of individual income tax
refunds were attributable to excessive prepayment
of tax, mostly in the form of overwithholding.
In 1963, refunds of excessive prepayment totaled
nearly $5.4 billion, 5.6 percent more than the
preceding year. Gross collections of individual
income taxes less refunds of excessive prepayments
resulted in a net revenue from this source of $47.6
billion in 1963 compared with $45.6 billion in
1962. Refunds of other individual income and
old-age and disability insurance taxes were approxi-
mately $0.2 billion in each year.

EMPLOYMENT TAXES

Employment taxes, which accounted for 14.2
percent of all internal revenue, increased 18.1
percent in 1963 and accounted for 35.4 percent of
the increase in total revenue.

Old-age and disability and survivers insurance
taxes, comprising 89.9 percent of total employment
taxes, rose $1.8 billion, 15.4 percent over 1962,
This results in part from the increase from 6% to
73 percent in the combined rate on employers
and employees which became effective January 1,
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1963. Although the combined rate increase was
only | percent, a difference of 1) percent actually
existed between the rates applicable to the last 6
months of this year (7} percent) and the first 6
months of last year (6 percent). Unemployment
insurance taxes rose $0.5 billion, or 107.3 percent.
This increase was due primarily to the rise in the
tax rate to 3.5 percent on taxable wages paid during
calendar year 1962 from the 3.1 percent rate in
effect during calendar year 1961. Since the State
credit is 2.7 percent, the net Federal tax increased
from 0.4 percent to 0.8 percent. Collections under
the Railroad Retirement Tax Act increased slightly.

EXCISE TAXES

Excise tax collections, which represent 12.7 per-
cent of total collections, increased $657.6 million,
or 5.2 percent in 1963; this is approximately the
same dollar amount of increase as in 1962. De-
positary receipt purchases accounted for slightly
more than half of the total amount collected.

The Federal use tax on highway motor vehicles
amounted to just under $100 million, 24.7 percent
more than the amount collected last year. Receipts
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from the Federal tax on passenger automobiles,
chassis, bodies, etc., were up $259.1 million, or
19.9 percent.

The excise tax on transportation of persons was
repealed effective November 16, 1962, except the

tax on air travel which was reduced to 5 percent. .

Collections from this source dropped $28.8 million
or 11,0 percent, to $233.9 million.

Refunds of Federal excise taxes dropped slightly
from $218.0 million in 1962 to $215.6 million in
1963. Gross collections less refunds increased from
$12.5 billion in 1962 to $13.2 billion in 1963, a rise
of 5.3 percent.

ESTATE AND GIFT TAXES

Estate and gift taxes combined comprised 2.1
percent of total internal revenue. An increase of
$152.3 million, 7.5 percent, occurred in 1963,
Estate taxes, which accounted for 90.1 percent of
the estate and gift tax total, rose $175.4 million.
This increase more than offset a $23.]1 million
decrease in gift taxes. Gross collections of estate
and gift taxes less refunds amounted to nearly $2.2
billion in 1963 compared with $2.0 billion in 1962.

NET BUDGET RECEIPTS

SOURCE OF BUDGET DOLLAR - 1963
Net Budget Receipts $86.4 billion

Individual Income Taxes

55.1%

Corporation Income Taxes
25.0%

Excise Taxes 11.5%

Estate and Gift Taxes 2.5%
Customs 1.4%
Miscell 4.5%

INTERNAL REVENUE COLLECTIONS AND REFUNDS

“Net budget receipts” represents the amount of
total collections by the Federal Government which
is available to finance the many operations and
programs included in the President’s annual
budget. To arrive at net budget receipts, gross
collections of internal revenue, customs duties, and

receipts from miscellaneous sources are reduced by
transfers to trust fund accounts, refund of receipts,
and interfund transfers. The following table
reflects the source of gross receipts, deductions, and

net budget receipts:

Gross collections, deductions, and net budget receipts

[In thousands of doitars]

Source Gross. Trust fund Refunds Intarfund Net budget
recaipts transters transactions receipts
Individual income taxes:
Withheld 38,718,702
Othar, 14,268,878
Total 52,987,581 5,399,592 47,587,988
income taxes 22,33, 134 757,234 21, 578, 900
Excise taxes:
e ighway trust fund 3,411,813 | 3,286,067 125,745 |
Other, 9,997,925 89,874 9,908, 051
Total 13, 409,737 3, 286, 067 215,619 9,908, 051
Employment taxes:
0ld-age and disability insurance. 13,484,379 13, 344,954 139, 425
Raliroad reti 571,644 §71,535 109
insurance 948, 464 945,125 3,339
Total 15,004, 486 14,861,614 142,873
Estats and gift taxes 2,187,457 20,192 2,167,265
Total Internai ravenue. 105, 925, 395 18, 147,682 6,535,511 1. 81,242,202
Customs. 1,240,538 35,088 |. 1,205, 450
Mi receipts. 4,424,208 701 3,910,110
Total, 111, 590, 141 18, 147, 682 6,571,300 513,397 86,357, 762

INTERNAL REVENUE REFUNDS

In 1963, refunds increased in number and in
amount. The number totaled 40.7 million, an
increase of 0.7 percent, and the amount, including
interest, was $6.6 billion, a 4.9 percent increase.
Interest allowed on all types of refunds was §73.9
miillion, an increase of $6.1 million, or 8.9 percent.

In 1963, individual income tax refunds resulting
from excessive prepayments comprised 93.9 percent

of the number and 81.0 percent of the total amount.

Corporation refunds accounted for one-fourth of
one percent of the number, and 12.2 percent of the
total amount refunded in 1963. There were about
1.4 million gasoline tax refunds to farmers, transit
systems, and users of nonhighway vehicles aggre-
gating $125.7 million, a 4.6 percent decrease in
amount. The following table compares refunds in -
the past 2 years, by type of tax:

11
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Internal revenue refunds, including interest
{For refunds by region and district, see tabls 5, p. 90}

Number N Amount refunded (principal Amount of interest included
and interest—thousand dollars) (thousang doiars)
Type of tax
1963 1962 1963 1962 1963 1962
Total refunds of internal revenue t.. . .. ... _____._...__._ 240,652,377 | 40,366, 231 ? 6,609, 442 6,302,993 73,931 67,868
income taxes, 104,301 104, 298 804,098 820,831 45,864 47,778
Individual income and taxes, total 239,148,679 | r 38,833 827 5,566, 797 v 5,242,445 24,331 17,236
Excessive prepsyment income tax 138,175,964 | 37,950,218 | 25,353,389 5,070, 118 6,418 6,285
Other incoma tax and old-age and 949, ?gg 860, Og: 209, ﬁ? 167, 3;{ 17, BZ? 19, xsg
insurance, 22,833 23,514 3,422 4,897 83 sl
Estate tax 5,947 5,638 21,080 18,008 2,093 1,514
Gift tax. 94 1,397 1,544 182

Excise taxes, total 1,392,746 1,421,874 216,070 219,164 451 L119
Alcohol taxes 4, 9,047 9,492 75,636 73,073 8 9

Tobacco taxes ¢, 1, 14 . 4,122 3,598 1 ™
Manufacturers’ and retailers’ excise taxes, total...._._.........._| 1,364,693 1,395,479 131, 087 135,594 97 513

Gasoline used on farms, 1,339,275 1 372 817 103, 655 107,171

Gasoline, i A 22,076 24,575 (&)
her. 2,813 3 291 5,355 3,848 97 513
Al other excise taxes &, 17,857 15,688 5,226 6,500 U 597

! Figures have not been reduced to reflect reimbursements from the Federal
Old-a 5 and Survivors and Federal Disability insurance Trust Funds amounting
to $139,425,000 in 1963 and $141,668.000 in 1962; from the mghwa]/ Trust Fund
amounting to $126,319.000 in 1963 and $131,303,000 in 1962; and from the Un.
amnlnymenl Trust Fund amounting to $3,037,000 in 1963 and $4,991,000 (revised)

1 Net of 51,662 undelivarable checks totaling $2,799.000.
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3 Includes refunds *‘not atherwise classified.”

¢ Includes drawbacks and stamp redempti

3 Includes narcotics, silver, wagering (excise “and stamps), capital stock, end
ather BXL;ISO tax refunds.

* Rovised.
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Receipt and
Processing of Returns
and Related
Documents

NUMBER OF RETURNS FILED
Millions

211 208

10 10 13 12

Individusl  Decla- Partner- Corpora- Employ-  Excise and
and tations of  ship tion ., ment altather
fiduciary  estimated
tax
(Individual)
1563 Totals 1962
9.8 %5

NUMBER OF RETURNS FILED

A total of 97.8 million tax returns of all classes
were received. This was an increase of 1.3 million
or 1.4 percent over the number received in 1962.
The number of Forms 1040 and 1040A individual
income tax returns increased 1.1 million, or 1.8
percent over last year. Declarations of estimated
individual income tax numbered 6.1 million, a
decrease of 111,000 or 1.8 percent from 1962,

The total of 21.1 million employment tax returns
was an increase of 208,000 or 1.0 percent over 1962,
Nearly one-half of the increase was in employers’
returns for household employees, Excise tax re-
turns totaled 4.0 million, a decrease of 1.4 percent
from 1962. A comparison of the number of
returns filed in fiscal years 1963 and 1962 follows:

Number of retums filed, by principal type of retum
[Figures in thousands. For details, seo tabla 6, p. 91

Type of return 1953 1862
Grand total, 97,833 r 96,511
Incoma tax, tots! 72,589 | £ 71,402

fndividual and fiduciary, total !__. 63,679 | r62,487

individual—citizens and resident alians, total..| 62,779 | 761,643

Forms 1040.. 44,527 [ r42,593

Forms 1040; 18,252 | r 19,080

All other individual and fiduciary * 500 844
Declarations of estimated tax, total.. 6,100 6,211
(ndividual, 5,083 5,194

i 16 7

Par 978 994
\ 1,291 1232

Other ) 511 479
tax, total 21,140 20,932

mployers’ Form 841___
mployers' Form 942 (h old employees).
mrluyen Form 843 (umultuul on ployses).

14,983 14,903
4,207 4,106
639 642

22 23

Unemployment Insuunr.u Form m ... 1,288 1,258

Estate tax. 79 73
Gift tax. 10

Excise tax, total 3,954 . 4,009

tax, 1,275 1,217

Form 720 (ratallers, manufacturers, etc)........... 2,218 2,293

Acohal 25 2%

Tobaceo 12 )
Other. 364

d.
t Individual and corporation ulums filed In Puerto Rico and the Virgin Islands,
formerty included in other income tax returns, sre now Included in corperation
and all other individual nnu rducllry income tax returns.
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INFORMATION RETURNS

Over 327 million information returns were
received. Slightly under two-thirds of these were
Forms W-2 (employer’s statements of wages paid
and tax’ withheld) including copies filed by em-
ployers, and by employees as attachments to their
income tax returns. Forms 1099 (information
returns on payments of dividends, interest, and
various other items) accounted for one-third of
the information returns received. The remainder
included nearly 5 million Forms 1087 (Ownership
Certificates—Dividends on Stock).

A 4 percent decrease in total information returns
reflects a decrease in the number of Forms 1099
received in the last half of fiscal year 1963, due
to discontinuance of the practice previously per-
mitted by the Service of filing such returns on a
quarterly basis.

SERVICE CENTER FUNCTIONS

The 3 area service centers and the Atlanta
Regional Service Center processed 57.5 million
individual income tax returns. This number
represents a decrease of 3.0 million returns, 5.0
percent, below the preceding fiscal year. The de-
crease was due substantially to the accelerated re-
turns processing program maintained by area
service centers in the last half of fiscal year 1962,
which reduced the number of 1961 tax returns
carried over to the first half of fiscal year 1963 by
more than 2.6 million from the same period last
year. Of the returns processed this year, 49.2

million were 1962 returns filed during the 1963.

filing period and 8.3 million were 1961 returns filed
during the 1962 filing period but processed after
June 30 of that year.

In addition, 4.9 million declarations of estimated
individual income tax were processed. Accounts
receivable were established for appropriate indi-
vidual income and estimated tax returns. Area
service centers performed the mailing and delin-
quency check operations for all employers’ returns
(Forms 940 and 941) for the district offices which
they service. The Atlanta and Philadelphia re-

14
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gional service centers performed all processing,
accounting, mailing, and delinquency check opera-
tions for the following ADP business returns filed in
these regions: Forms 940, 941, 720, 1120, 1120ES,
7004, and CT-1 (Atlanta for the full fiscal year;
Philadelphia for the last half of the fiscal year).
Beginning January 1963, the Atlanta Regional
Service Center assumed responsibility for process-
ing ADP individual income tax returns filed for
tax year 1962, and declarations of estimated
individual income tax filed for tax year 1963,

The transfer of work from the area service
centers to regional service centers under the
automatic data processing program continued as

the mailing and delinquency check operations .

related to employers’ returns for the Philadelphia
Region were shifted from the Northeast Service
Center to the new Philadelphia Regional Service
Center. The processing of individual income tax
returns and declarations of estimated income tax
for the Atlanta Region was transferred from the
Midwest Service Center to the Atlanta Regional
Service Center during the second half of fiscal
year 1963.

From January 1 through June 30, 1963, the
service centers received a total of 57.2 million
individual income tax returns, or 91.7 percent of
the total filed. This was an increase of 1.4 million
or 2.6 percent over the revised total of 55.7 million
received in the same period last year.

CARRYBACK ALLOWANCES

There was a decrease in applications for tentative
adjustments of prior years’ income taxes to give
effect to operating loss carrybacks. The decrease
reflects the net effect of fewer filings by corporations
and an increase in filings by individuals.

The number of applications adjusted decreased
2.9 percent and - the dollar allowance decreased
nearly $0.1 billion, or 15.0 percent. '

The number of applications pending was ap-
proximately the same as in 1962. A comparison
of the carryback applications received and ad-
justed for 2 years follows:

RECEIPT AND PROCESSING OF RETURNS AND RELATED DOCUMENTS

Receipt and di | of | yback licati
v
. Number Amount {thousand dollars)
Status Claimed Adjusted
1863 1962
1963 1862 1963 1962
Pending July ! 7,118 5, 530 48,133 53,880
ications received 70,663 73,351 565, 545 679,010
ications adjusted, tata. 70,624 12,763 572,651 684,757 |ouoeeo oo
Allowed n.a. n.a. 540,918 636,383
i na. [ TR IR 2m 49,277
Pending June 30 7,157 7,1ug 41,07 43,13

n.a.—Not availabls.

AUTOMATIC DATA PROCESSING

Automatic machine processing of tax returns,
reported a year ago as being installed on a carefully
phased basis with major attention being given to
avoiding adverse effects on employees to be re-
deployed, is proceeding on schedule. The Atlanta
Regional Service Center, after one year of experi-
ence in the processing of business returns under the
master file concept, was expanded and took on the
more voluminous operation of processing individual
income tax returns in the past filing period. The
Philadelphia Regional Service Center successfully
undertook the processing of business returns in
January 1963. :

Even in the short span of its operation, and with
its limited application, the system has demonstrated
its capabilities and worth in the way of protecting
the revenue and insuring fairer distribution of the
tax burden. This has been accomplished by
detecting failures to file required tax returns,
detecting instances of multiple filing of overpay-

ment returns by the same taxpayer, and me-
chanically applying overpayments, otherwise re-
fundable, against outstanding taxes due from the
claimants.

Plans for 1964 call for introducing the Dallas
and Cincinnati regions into the system. Service
centers for the two regions were activated in 1963
and will begin processing business returns under the
master file concept in January 1964.

With a view to relieving regional service centers
of all processing not directly related to the master
file, a decision was made and approved to establish
an Internal Revenue Service Data Center in
Detroit. Its duties and responsibilities will include,
but not be limited to the preparation of (1) payrolls
and reports for the entire Service, (2) material for
the Statistics of Income, and (3) data for State
and local governments in accordance with the
reciprocal agreements for exchange of tax data
between such entities and the Service. The
Center will be operational in 1966.
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acceptable solutions. Reactions of industry partici-
pants were favorable, resulting in establishment of
cffective working relationships and dissemination
of tax information through trade publications.
Future meetings will be held at the National, re-
gional, or district levels on an “as needed” basis.

Numerous conferences were held with taxpayers,
computer specialists, and professional organiza-
tions to develop guidelines for maintaining tax
records within data processing systems. In sub-
stance, the proposed guidelines will identify the
records that the taxpayers must maintain in order
that the Service can make a determination of the
accuracy of reported tax liability.

CHAPTER FOUR

Classification and Selection of Returns for Examina-
tion.—An integral part of direct enforcement efforts
is a classification program to select for examination
tax returns having a high frequency of error (those
representing the greatest known areas of non-
compliance). .

To assure a well-rounded audit program, returns
are selected from each type and category of returns
filed. Of the 25.7 million income, estate, and gift
tax returns classified by district audit divisions,
about 3.8 million were selected for examination.
Further progress was made in programming basic
selection criteria into the ADP system.

NUMBER OF TAX RETURNS EXAMINED AND ADDITIONAL TAX AND PENALTIES RECOMMENDED

Number (Thousands)

Totals 1953
ot 1962

Amount (Millions of dollars)

Individual

income

Corporation ff§ 148
income 129

Estate and 30
gift 30

Excise and ‘75
employment 195

Number of Returns Examined —During the year 3.8
million returns were examined, an increase of
10.8 percent over 1962. As a result of expanded
use of correspondence audit technigues, office

audits rose 420,000 to nearly 3.1 million and

accounted for all of the increase.

Field audits decreased 46,000, or 5.7 percent.
More thorough examinations embodying quality
audit principles resulted in an increase in the
time needed to complete the field examinations.

In addition to the number of returns examined,
909,103 returns were closed without an audit.

Number of tax retums examined
[Figures in thousands}

Total ! Field audit ! Office audit
Type of return
1963 1962 1963 1962 1963 1962

Grand tots] 3,849 3,475 760 806 3,089 2,668
Income tax, total 3,644 3,249 538 614 3,056 2,635
i 148 129 147 127 1 2
Individual and fiduciary. 3,495 3,120 441 437 3,055 2,633
30 30 27 27 3 3
EEx‘lc.i;: ::: oy } 175 t1es us 164 30 31

t Includes il examined axempt arganization retyrns.
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Additional Tax and Penalties Recommended—The
3.8 million examinations resulted in over $2.1
billion of recommended additional tax and
penalties, an increase of $275.8 million over last
year. This is the first year that recommended tax
deficiencies have exceeded $2 billion. The
amounts recommended exceeded those of the
previous year in every tax area except gift tax.
Additional assessments recommended on corpora-
tion income tax returns increased $147.6 million
and recommendations on individual and fiduciary
returns were greater than those of 1962 by $88.6
million.

The average additional tax and penalties

recommended per field examination increased
from $2,054 in 1962 to $2,531 in 1963,

Claims for Refund ~—District audit divisions com-
pleted action on 348,921 claims for refund. Of
these, 137,867 were closed after examination and
211,054 were closed without examination. The
total amount claimed was $1,101 million of which
$152 million was allowed and $948 million
disallowed.

In addition to the number of claims closed by
the audit divisions 4,235 were protested and
transferred to the appellate divisions for further
consideration.

The following table shows the number and
amounts involved:

Claims for refund disposed of by district audit divisions

Clased by audit divisions Protestad—transterred to appellats divisions
Amount (thousand doliers) Amount (thousand dotlars)
Class of tax
Number . Number Recommended by sudit
Claimed by Claimed by divislons
taxpayer Allowed | Disatlowed taxpayer
Allowed | Disallowed
Total, 348,921 | 1,100,522 152,082 948, 441 4,235 119,458 29, 562 89, 506
Individual inc 290, 021 104, 226 72,014 32,212 2,081 11,307 1, 064 10,243
income. - 25,922 794,553 64,551 730,002 802 101,378 28,378 73,000
Estate 1,643 , 1,478 11,214 90 3,390 82 3,298
Gift 149 1,058 288 7 53 L144 1,144
Exclse 17,435 179,281 6,819 173,262 1,05¢ 1,869 2 1,848
13,651 2,71 1,732 980 158 380 7 373
Overassessments of Tax Exclusive of Claims Sor Re- APPEALS
Jfund —Exclusive of claims for refunds, examination
GENERAL

of taxpayers’ returns resulted in $163 million over-
assessment recommendations by district audit
divisions. The following table shows the amount
of overassessments recommended by tax area:

O of tax exclusive of claims for refund

Amount rec-

Type of tax ommended

(thousand
doliars)

Total___.... 183, 000

Individua! and fiduciary income. 35,194
ion income 118, 552
7,339

Estate
Gt

Excise 1,02
g

The appeals procedure of the Service provides
the taxpayer who does not agree with a proposed
adjustment to his tax liability with the opportunity
to promptly obtain an independent administrative
review of his case.

The appeals function is decentralized and oper-
ates at both district and regional levels. When a
taxpayer does not agree with the findings of the
examining officer he may request an informal
conference in the district director’s office. If an
agreement is not reached at the district level, he
may ask that his case be considered by the appellate
division of the regional office. Conferences are also
available in the appellate division after the tax-
payer’s case has been docketed in the Tax Court of
the United States.
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APPEALS (Income, Proiit§, Estate, and Gift Tax Cases)
Method of Disposal .

BEFORE ISSUANCE OF STATUTORY NOTICE

Agreed

Unagreed over-
assessment and
claim rejection

STATUTORY NOTICE OUTSTANDING

808

Agreed 57 46
Defautted 985
e 1944

PETITIONED TO TAX COURT

Agreed

Dismissed Ezy
or defaulted 1231

Tried @937
on merits T 831

1963

19,760

The jurisdiction of both the audit division and the
appellate division extends to all internal revenue
taxes except those involving alcohol, tobacco,
firearms, narcotics, and wagering, and their juris-
diction applies to disagreements involving over-
assessments as well as deficiencies.

INCOME, PROFITS, ESTATE, AND GIFT TAXES

Cases not before the Tax Court (pre-90-day cases).—
When agreement is not reached between the Serv-
ice and the taxpayer at the district level, the
director issues a preliminary notice, commonly
called a *“30-day letter,” informing the taxpayer of
the proposed determination of tax liability and ad-
vising him of his right to file a protest and request a
hearing in the appellate division. These cases are
referred to by the appellate division as “pre-90-
day cases.” The processing of these cases by the
appellate division during 1962 and 1963 is sum-
marized below. (For additional information, see
table 15, page 98.)
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Totals 1962

AN ) 7118431

Appellate Division receipts and dispositions of protested
income, profits, estate, and gift tax cases prior to issuance
of statutory notice of deficiency {pre-90-day cases)

Number of cases

Status
1963 | 1962
1 wi sm
P 177 | 15,513

Disposed of, total 15,853 | 14,492

B; with taxpayers. S 11,843 | 10,368
Unyaur«d overassessments and claim rejections_....._._| 537 629
By issuancs of statutory notices—transferred to 90-day

status, 3,467 3,495

Pending une 30 12,653 | 10,732

With pre-90-day case receipts being higher than
in the previous year, the number of cases on hand
June 30, 1963, was also larger.

Cases not before the Tax Court (90-day cases).—A
statutory notice of deficiency is issued to a tax-
payer if his case ig not settled at the district level, or
if he files a protest but no settlement is reached at
the appellate level during pre-90-day consideration.
This notice is frequently referred to as a “90-day

ENFORCEMENT ACTIVITIES

letter,” because the taxpayer is allowed 90 days
from the date of the letter to petition the Tax Court
of the United States. The following table shows
the results of processing 90-day cases in the appel-
late division. (Additional details are shown in
table 16, page 98.)

Appellate Division receipts and dispositions of protested
income, profits, estate, and gift tax cases in which statu-
tory nofices of deficiency were outstanding (90-day cases)

Number of cases
Status
1963 1962

Pending July 1 1,073 1,211
Raceived, total. 4,019 3,78
Statutory notices Issued by Appeliate Division 1________ 3,308 3,33%

Statutory notices issued by district directors and received
during 90-day period. &7 450
Disposed of, total 3,833 3,94
By with taxpayers, 808 746
By taxpayer default ... oo ] 985 94

By petition to the Tax Court—transterred to docketed
status. 2,140 2,234
Pending June 30. 1,159 1,073

1 Difference from precading table is caused by cases being combined or split for
the purpose of issuing the statutory natice, cases in transit, etc.

The number of 90-day cases petitioned to the
Tax Court after receiving appellate consideration
was lower than any year since 1953.

Cases petitioned to the Tax Court (docketed cases).—
The Tax Court of the United States is an inde-
pendent agency of the Government and has no
connection with the Internal Revenue Service.
In a case involving income, profits, estate, or
gift taxes a taxpayer may file a petition with the
Tax Court_asking for a redetermination of his
tax liability when he does not agree with a defi-
ciency determined by the Service and included in
a 90-day letter. The Service refers to these cases
as “petitioned” or “‘docketed.”

After a case has been docketed in the Tax Court,
a taxpayer may still discuss the possibilities of
settling his case with the Service regardiess of
whether he has previously availed himself of con-
ference opportunities with the audit division of the
district office, or with the appellate division at
the regional level. Settlement negotiations in
docketed cases may be conducted by the appellate
division at any time before the case is called for
trial by the Tax Court. Since a settlement at
this level requires concurrence of the Regional
Counsel he may also be represented in such
negotiations.

The following table shows the processing of
docketed cases. (For additional information see
table 17, page 99.)

Appellate Division receipts and dispositions of income,
profits, estate, and gift tax cases petitioned to the Tax
Court (docketed cases)

Number of cases

Status
1963 1962
Panding July 1 8,965 9,957
Received, total 5,247 4,752

Petitions filed in response to—
District directors’ statutory notices...

bt 3. 3,303 2,657
Appellate Division's statutory notices !

.| 1,944 2,005
Disposed of, total 5,581 5,744

By stipulated agreement with taxpayers. ...
By dismissal by the Tax Court or taxpayer
Tried before the Tax Court on the merits....

14,407 4,682
237
937 831
Pending June 30 8,631 8,965

1 Differenca fmm number shown as petitioned in preceding table is caused by
excluding district directors’ statutory notices considered by Appeliste in 90-0ay
status, cases in transit, ete,

* Difference from the number shown in the preceding tableand in table 19, p. 99,
is due to cutoft dates in respactive reporting systems.

The number of docketed case disposals exceeded
receipts for the fourth consecutive year, and the
number of cases on hand June 30, 1963, was lower
than any year since 1956.

EXCISE AND EMPLOYMENT TAXES

The 1,394 excise and employment tax case
receipts were about the same volume as last year.
There were 1,306 case disposals and 865 cases on
hand at the end of the year. ’

CLOSING AGREEMENT CASES

Final closing agreement cases relating to com-
pleted transactions are considered by the appellate
division. During the year, 72 cases were received
and 81 processed to a conclusion. There were 7
cases on hand at the end of the year. (Rulings on
proposed closing agreements involving prospective
tax transactions are discussed on page 7.)

OVERASSESSMENTS REPORTED TO JOINT
COMMITTEE .

A total of 440 cases involving overassessments of
$344.0 million was reported to the Joint Committee
on Internal Revenue Taxation in accordance with
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the provisions of section 6405 of the Internal
Revenue Code of 1954 which requires a report to
the Committee of all refunds and credits of income,
war profits, excess profits, estate, or gift tax exceed-
ing $100,000. These figures compare with 439
cases involving $238.2 million reported in the
preceding year.

CIVIL LITIGATION

Litigation Results—The Supreme Court decided 9
tax cases, wholly sustaining the Government’s posi-
tion in 8 of them and deciding the ninth case partly
for and partly against the Government.

The circuit courts of appeals decided 349 tax cases
(exclusive of bankruptcy, receivership, insolvency,
compromise, and liquor cases). The Government’s
position was supported in 229 of these.

In most cases a taxpayer who has paid a disputed
tax can, if he wishes, sue for refund in the Court of
Claims or in a United States district court. This
year the district courts decided 166 cases for the
Government, 200 for the taxpayer, and 56 partly
for the Government and partly for the taxpayer.
The Court of Claims decided 34 cases for the
Government, 12 for the taxpayer, and 18 partly
for each.

At the close of the year 2,778 civil cases (princi-
pally suits for. refund of taxes, other than those
relating to alcohol, tobacco, and firearms taxes,
but also including erroneous refunds, perpetuation
of testimony, and damage actions) involving tax
questions were pending in district courts, and 471
in the Court of Claims.

The Tax Court decided 293 cases in favor of the
Government, 109 for the taxpayer, and 159 cases
partly for the Government and partly for the
taxpayer.

For details as to civil litigation see page 37 and
tables 21 and 22 on pages 100-101. For descrip-
tions of Supreme Court decisions in civil tax cases
see pages 68 through 70.

Adverse  Tax Court  Decisions—There  were
published in the Internal Revenue Bulletin
acquiescences of the Commissioner in 82 adverse
decisions of the Tax Court and nonacquiescences
in 32 adverse decisions during the year. Acquies-
cences and nonacquiescences were announced as
to separate issues in 5 of these adverse decisions.
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DELINQUENCY  INVESTIGATIONS AND
DELINQUENT RETURNS

It was possible to devote more manpower to de-
linquent returns work this year, and, as a result,
981,000 delinquent returns were secured reflecting
$186.6 million of previously unreported tax. This
was an increase of 46,000 delinquent returns and
$22.1 million over last year.

Delinquency investigations resulting primarily
from a check of office records of previously filed
returns constitute one of the major methods of de-
tecting non-filers. This year over 1.7 million de-
linquency investigations were conducted, an in-
crease of 17.1 percent over the record number of
1.5 million in 1962.

A special effort was made to achieve optimum
enforcement of the highway use tax through the
examination of both internal and external source
records. A record number of 140,000 delinquent
highway use tax returns representing $2i.2 million
were secured.

Plans were developed and initial steps taken for
a nationwide survey of selected geographical areas
to ensure that proper special tax stamps are pur-
chased for coin-operated amusement and gaming
devices with special emphasis upon “multiple odds”
pinball machines. The survey will be completed
by September 30, 1963.

In addition, in examining tax returns, district
audit divisions secured 61,000 delinquent returns
compared with 73,000 in 1962. Tax and penalties
on these returns amounted to $48.7 million, an
increase of 24 percent.

TAX FRAUD INVESTIGATIONS

The fraud investigation program in 1963 was
directed to increased realization of the overall
Service mission of encouraging and achieving
maximum voluntary compliance with Internal
Revenue laws by all taxpayers. Particular atten-
tion was given to areas of flagrant tax abuses
among all categories of taxpayers, with special
emphasis on ferreting out tax law violations in
situations involving political corruption and orga-
nized crime.

The Service continued its close coordination
with the Department of Justice in its drive on
organized crime. Many tax investigations in-
volving racketeers were initiated, and criminal tax

ENFORCEMENT ACTIVITIES

cases against several notorious racketeers were
successfully concluded. Among those prosecuted
for criminal tax violations were: Frank “Screw”
Andrews, Newport, Kentucky; Daniel E. Graham,
Jr., Fayetteville, North Carolina; Meyer Sigal,
Pittsburgh, Pennsylvania; and Joseph Conforte,
Wadsworth, Nevada.

Continued emphasis on the identification of cases
of substance and the maintenance of a balanced
enforcement program together with improved
utilization of special agent manpower resulted in
the completion of considerably more full-scale
investigations and in the initiation of a somewhat
greater number of preliminary investigations than
in the preceding year. Criminal prosecution was
recommended in more cases than in 1962, with the
increases in the fraud and wagering categories
more than offsetting the decline in prosecution
recommendations for coin-operated gaming device
violations. :

A summary of investigations by special agents
follows:

Tax fraud investigations

The training program initiated in 1958 has now
provided all incumbent special agents with a
knowledge of new investigative techniques and
procedures through formal and on-the-job training.
To maintain a high level of special agent proficiency,
the training program will be continued, to provide
basic classroom instruction and on-the-job training
for newly appointed agents and to afford refresher
and selected on-the-job training, as needed, for
experienced agents.

CASES INVOLVING CRIMINAL
PROSECUTION

Additional taxes and penalties of $121.9 million
were involved in cases received in the Chief
Counsel's Office with recommendations of criminal
prosecution. This was an increase of $13.8 million
over the amount involved in the preceding year.

An analysis of criminal tax cases of all types
(other than wagering-occupational tax cases han-
dled at the district level) flowing from the Assistant
Regional Commissioner, Intelligence, through the
Office of the Chief Counsel and the Department of
Justice follows:

Type 1963 1862
Grand tota 14,521 | 13,698 R 4d Vot | Chief €
. I eceipt and disposal of criminal cases in Chief Counsel's
2] total 10,873 | 10,229 office
Fraud. 8,500 | 8,342
S LEe | L3 Stotus 1963 | 1962
Mi 175 112
(full-scale) i total 3608 | 3489 Pending July 1t 2,813 | 2,506
Prosecution total 2,208 | 2,128 Received, total 2123 | 2,003
With ans for i 1,969 [ 1,798
5,':;':,,", i ,_%g‘? With requests for OpINION, BIC. ..o __o<..- nn0oe 154 205
Cain-operated gaming devices..................-.. S 38 Disposed of, total 1980 | 1,69
i . ion not warranted. 151 165
Prosecution not total. . L4 | 1,34 Dapartment of JUStice GoCIingd ... xmmowor e oooo
P i 1,405 [ 1,143
Opinlons delivereq. 120 103
Al other ClOSIngS oo oo o e aanae oo 27 - 208
The Service continued to conduct nationwide  FendingJune 30! 58] 2.8

coordinated raids, as well as independent raids,
against violators of the wagering tax laws, making
raids at 696 locations throughout the country. As
a result, 939 persons were arrested and $377,000
in currency and 188 automobiles were seized. A
nationwide raid was also made against violators of
the coin-operated gaming device tax law. Simul-
taneous raiding action was taken in 174 cities
which resulted in the seizure of $25,000 and 772
coin-operated gaming devices for which the
occupational tax, at the rate of $250 per year, had
not been paid.

Lincludes cases lwal(inf action In Department of Justice exclusive of wagering
tax cases referred by Intelligance Division.

A total of 855 income and miscellaneous criminal
cases, with prosecution recommendations involving
831 prospective defendants were forwarded to the
Department of Justice. Compared with last year
this was a decrease of 16.3 percent in the volume
of referrals. Indictments in such cases were down
2.3 percent and the total disposal of cases in those
categories in the district courts was increased 10.9
percent.
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In income, excise, and wagering tax cases reach-
ing the courtroom, 1,117 defendants pleaded
guilty or nolo contendere, 176 were convicted
after trial, 73 were acquitted, and 230 were nol-
prossed or dismissed.

A comparison of indictments and court actions

for the last two years follows:

Results of criminal action in tax fraud cases

Number of
defendants
Action
1963 | 1962
Tatal

Il and i i 1,85 1,702

Disposals, total 1,5% 1,437

Plea, guilty or nolo CONtenderB..... . mvemeenmraenanns 1,117 1,013

Convicted atter trial. 178 178

Acqultted

Nol-prossed or dismissed. 1230 181
Income and miscelizneous cases .

and 817 836

Disposals, total 8l4 734

Piea, guilty or nulu :nntendm ......................... 565 529

Conv!:lud after tri 83 94

Acqull 49 41

an-kum or dismissed. 1117 70

Wagering tax cases

i and i 1,039 866

Disposals, total.. 782 703
Plea, gullty ar nalo cnmandeu ......................... §52 484

Convicted after trlal 93 84

Acquitted. 24 24

Nol-prossed or dismissed.__..... _...ceoo.. oo m m

! Includes cases dismissed for the following reasons: 18 because of death of
principal defendant, 9 because of serious iliness, and 76 because principal de-
hndam had pludod guilty or had been convicted in a related case.

3 Inciudes income, estate, gift, and excise taxes other than wagering, alcohol,
tobacco, and firearms taxes.

Criminal action is also taken against violators of
the laws covering alcohol, tobacco, and firearms.
The number of indictments and disposals are shown
in the following table:

Results of eriminal action in alcohol, tobacco, and firearms

cases
Number of
defendants
Action
1963 1962
and i i 5,747 5,979 .
Disposals, total 6,027 { 5854
Plea, guilty or nolo comendere ........................ 4,256 4,250
Convlnted after trial 714 688
Acquitl 369 33
Nol-| prnsud or dismissed, 688 519
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SUMMARY OF ADDITIONAL TAX FROM
DIRECT ENFORCEMENT

ADDITIONAL TAX FROM DIRECT ENFORCEMENT
(including interest and penalties)
Millions of dollars

From audit i 60

From mathematical e
varification 140

From delinquent
returns secured

From taxpsyer
delinquent account
collected

1,093
L152

1963 1962

Despite the excellent record of voluntary com-
pliance with the tax laws by the American taxpayer
under our self-assessment system it is nevertheless
incumbent upon the Service to maintain direct
enforcement programs to insure that all taxpayers
receive equitable treatment and pay their just
share of tax. During the year the amount of
additional tax, penalties, and interest resulting
from these programs totaled $2.2 billion, a new
record.

Additional assessments resulting from examina-
tion of tax returns increased $232.4 million over
last year and amounted to $1.9 billion. These
assessments are not comparable with tax increases
on returns examined during the current year as
they represent the correct tax liability determined
upon examination or after appeals action or court
decision. When agreements are not reached at
the audit division level the time required for
consideration of administrative appeals or litiga-
tion may delay settlement for a year or more.
Consequently these amounts reflect assessments on
examined returns but do not accurately measure
results from current year audit operations.

Mathematical verification of individual income
tax returns resulted in an increase in additional
tax of $7.8 million over last year, and tax, penal-
ties, and interest on delinquent returns secured
increased $31.6 million.

ENFORCEMENT ACTIVITIES

The following table shows the additional tax,
penalties, and interest, by source:

Tax, penalties, and interest resulting from direct enforcement

{tn thousands of dollars}

Item 1963 1862

Additignal tax, penaities, and interest assessed, total.| 2,243,356 { r 1,971,577
1,859,975 | 1,627,604
1,569,849 { r1,405, 328

807, 568 722,969

From examination of tax returns, total

Income tax, total_

Corparation.
Individual and fiduci

Preretund audi 89, 602 120, 386
Regular audit. 672,678 561,973
Estate and gift ta: 241,647 175,779
Employment tax i
come tax; 8,332 4,959
Exciss tax. . 40,147 41,539

................................... 143,113 ¥ 140, 284

From delinquent returns secured, total_..____.. 235,267 203,679
By district collection d:vmons 186, 574 164, 506
By district audit divisions.__ 48,693 33,173
Ciaims disallowed
Total 1,080,794 na.
By district audit divisions._ 948,441

na.
By regional appeltate divisions. 132,353 139, 652

Delinguent taxes coltected

Total 1,280,686 1,255,172
accounts., . .. 1,083,000 1,152,373
Trust funds in notice status.._._.._...._.__... 187,686 102,799
= Revised.
n.2.—Not availabie on 8 comparable basis. .

TAXPAYER DELINQUENT ACCOUNTS

Nearly 2.9 million delinquent account assemblies
were issued, 9.7 percent fewer than the number
issued in 1962. However, the amount of delinquent
tax involved, 81,475 million, was $21.2 million
more than last year, due principally to a few very
large delinquent accounts.

Emphasis on reducing inventories was continuied
and at the end of June 968,000 delinquent accounts
were pending, a reduction of 8.4 percent from last
year. The amount of delinquent taxes involved in
the accounts pending at the close of the year aggre-
gated $1,041 million, only $4.8 million more than
last year. This increase is less than the increase in

TAXPAYER DELINQUENT ACCOUNTS
Miilions of doltars

Issued

Closed

Inventory
June 30

amount of assemblies issued on new accounts,
and thus reflects the particular attention given to
closing large accounts.

The decrease in number of new accounts is at-
tributable in part to the continued effectiveness of
the accelerated procedures put into effect last year
for collecting trust fund taxes. Under those pro-
cedures, immediate contacts are made to collect
withholding and similar trust fund taxes from em-
ployers and excise taxpayers who failed to pay the.
tax due on returns filed or failed to obtain deposi-
tary receipts evidencing payment to the Govern-
ment on a timely basis. Additional taxpayers were
brought under these procedures this year and a
larger number of accounts were closed while in
notice status (before delinquent account assemblies
were issued). In fact, in 1963, accounts collected
while still in notice status exceeded by 65,000 and
$84.9 million the number and amount collected
in 1962. The decrease in new accounts may also
reflect to some extent the increased educational
and enforcement efforts of the past 2 years.

The delinquent accounts activity (including
activity related to the accelerated collection of
trust fund taxes while in notice status) is shown in
the following table:
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Taxpayer delinquent accounts

Number Amount (thousand
(thousands) dollarsy

Status

1963 1962 1963 1862

2,879 3,187 | 1,474,762 | 1,453,568
2,967 | 3,090 | 1,509,916 | 1,478,422

1,053,035 | 1,114,445
3 37,928
416,916 | 326,050

3,119 | . 163,818
1,041,148 | 1,036,337
609 BIS 542,276

448, 853
41 % 45,208

Trust Fund accounts in notice status:
Received, 147 50 329,118 236, 561
. B 19 187, 686 102,799

! Includes disposals due to uncollectibllity and erronsous and duplicate
lsnssmun
* Does not include lddltlonal collections of unassessed amounts and on accounts
previously wrl(len

WORK FLOW IN THE SERVICE AND COURTS

It is impossible for the Service to complete the
processing of all tax returns during the year in which
they are filed. However, a comparison can be
made of the volume processed at each administra-
tive level of the Service and in the courts by con-
sidering the workload for any given year. In
evaluating the work flow it is necessary to consider
the unit count at different levels. Returns filed
and the processing through audit divisions is on
a return basis while processing by appellate divi-
sions, intelligence divisions, and the courts, is on
a case basis which may involve one.or more returns.
As the major administrative burden is on the proc-
essing of income, estate, and gift tax returns,
especially at the appellate and court levels, the
following tabulations, with the exception of returns
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filed and internal revenue collections, are con-
fined to these types of returns:

Weork flow in the Intemal Revenve Service and the courts,
fiscal years 1963 and 1962

',

1963 1962
Item

Returns

Tux returns filed, total ... ___.._______..__._ ___ 97,832,977 | + 96,511, 219

Individual income. . 63,679, 166 | r 62,487, 325

Corporation income._ 1,291,039 | 1,231, 73
state and gift. , 446 168, 4

mpioyment. 21,;39. 732 20,931, 576

7,589,175 | +7,682, 774

INCOME, ESTATE, AND GIFT TAXES

Number of returns examined. 3,673,939 | 3,279,670

division: 2,339,658 | 12,267,7
u..passd of by 2,267,735

dit divisio
Agreed, paid, or defaullad 2,102,065 2,068,170

Civil cases Cases

Toal received in appellate divisions

18,326 * 15,804
Disposed of by appeiiate divisi
[

Agreed, 14,179 12,687
Courts of oril
Tax Court:
Total petitioned to Tax Court. 5,376 4,748
Dismissed 266 228
Settled by stipulation_..._ 4,371 4,890
Settled by Tax Court decision. , 089 882
Declded by Tax Court hut nppealod - 390 403
District courts lnd Court of C:
Total fled in district mum and Court oi
| 1,407 1,384
Se(ll'ﬂ ln ' di 659
D:cxd:d by district courts and Coun of
- e 486 505
Courts of aj nnls:

Settled by courts of appeals decision.. 9 414
Favorable to Government_ 229 268
Favuuble to taxpayers. zg 153

3

Declded by cuurt: of appeals but reviewed hy

supn s [ ]
Suprema C
Senled by Sunrama Court decision._ 7 7
Fraud cases !
Rucuivud for full-scale investigation in intelligence
di 2,239 2,200
Disposed nI by lntalhgunca divisions:
rosscution recomm __ - 994 955
Prosecution not vucnmme ed. 1,228 1,166
Disposed of by Office of Chief Counsel

Prosecution not warranted.__ 151 165

Department of Justice declined . 77

P 1,405 1,143

r Revised.
{ Includes excise tax cases.

ENFORCEMENT ACTIVITIES

Amounts of revenue invalved at each level of the tax system,
fiscal years 1963 and 1962

Millions of dollars]

Item 1863 1962
Internal revenue callections, 1088l e ceenmemeeeeences 105,925 | 89,441
income taxes. total. 52,988 50,650
i 38,719 | 35,246
Other. 14,269 | 14,403
ion income taxes, 22,336 | 21,286
Estate and gift taxes. 2,187 2,035
Employment taxes. 15,004 | 12,708
Excise taxes. 13,410 | 12,752

INCOME, ESTATE, AND GIFT TAXES

Cvil cases
Additional tax and penalties in cases dlspo.sod of in audit

divisions by agreement, payment, or detaul oo 1,147 1,042
Additionat tax and penalties in cases disposed of il
divisions by agreement, payment, or default. 179 146

Addmonal m and penalties determined by
 Cou

81 63
4

Decision on morits_ - 2% 27

Additional tax and punames in cases decided by Supnmu
Court and courts of appea 9 12
Amount refunded to talpnyurusa result of refund suits_ 37 25

Fraud cases!

Deﬁmncnes and penalties in cases disposed of in inteiligence

mva ti 116 103
ucu ion

P e ion not 29 2

1 includes excise 1axes.

OFFERS IN COMPROMISE

The final phase of the compromise decentraliza-
tion program was completed on June 14, 1963.
Effective July 1, 1963, district directors will assume
responsibility for final acceptance of substantially
all tax and penalty offers involving liabilities up to
$100,000. The Chief Counsel has redelegated the
responsibility for furnishing legal opinion on these
offers to the regional counsels.

To prepare field offices for this increased re-
sponsibility, district enforcement personnel were
given additional training by advisory memoranda,
periodic analyses and evaluations, seminars, and
indoctrination courses.

The overall compromise workload on June 30
consisted of 3,569 cases awaiting consideration at
all Service levels. This is considered a minimal
figure and not susceptible to further material
change.

Compromise cases closed are shown in the fol-
lowing table:

Offers in compromise disposed of

’ Number Amount (thausand dollars)
T it 8t Liabllities Ofters
ype of tax or penalty 1563 1562
1963 1962 1963 1962

Offers accepted, total 10,964 11, 061 27,470 26,053 7,25 7,706
t 810 m 15, 860 16,163 4,013 4,951
ey it Wi ding e 864 759 6,154 4,667 1,958 1,478
Alcohol taxes 95 97 228 469 121 76
Delnaueasy penaiies s ainl  ab|  beR| R [ o)

Delinquency penalties on ail taxes. 3 3 N N
Specite penalto 5,989 512 103 166
Offers rejected or total. . ._ 4,360 4,327 86,173 69,989 13,003 10, 182
, ostate, and gift taxes 1,643 1,545 63.212 50,374 9,191 6,823
IE’:;:R;; p'mh:s F Withtol 'l T 1,28 1,305 12,638 12,683 2,122 2,166
Alcohol taxes. 95 82 47 418 54 41
Other excise ta) - 351 373 9,146 5,917 902 1,027
Delinquency penalties on all taxes. 945 982 670 597 128 114
Speclfic penaltios. 30 40 5 n
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COLLECTION LITIGATION LEGAL SERVICES

For the past 5 years the legal work connected
with the functions of the district directors’ offices
has maintained the level of activity it reached in
fiscal 1958. The number of cases received during
the current year was 11,366 as compared with
10,374 in 1962. The number of cases disposed of
was 10,922 as compared with 10,380 last year.
The inventory of pending cases stands at 4,829,
an increase of 444 from the 4,385 cases pending
at the end of 1962. For a detailed report of the
cases received and disposed of see tables 23-25
on page 101.

Aside from the legal work which can be reported
on a caseload basis, the informal assistance to the
district  directors’ offices, rendered by lawyers
who handle collection litigation cases, in the regional
counsels’ offices continued as in prior years. This,
together with the assistance rendered during the
periodic visits to district directors’ offices by
these same lawyers as a part of a continuing
visitation program, is a result of the reorganization
program begun some years ago under which much
of this legal work was decentralized to the regional
counsels,

As in prior years, the lawyers in the regional
counsels’ offices participated in the continuing
in-service training programs developed by the
Service to train and give guidance to the personnel
in the district directors’ offices dealing most
directly with collection litigation matters. The
value of this in-service training is continually
apparent to the lawyers of the regional counsel
through the constantly improved reports which
are received by them in collection litigation cases.

Two cases pertaining to problems considered in
connection with collection litigation legal work
were decided by the United States Supreme Court.
For a summary of these cases see pages 68 and 69.

FEDERAL-STATE COOPERATION

Gratifying progress was made in extending the
area of Federal-State cooperation. Seven new
cooperative exchange agreements were concluded
with Arkansas, Illinois, Iowa, Maryland, Virginia,
West Virginia, and the District of Columbia. This
brings to 20 the number of such agreements now in
force. Negotiations of 9 additional agreements
were at various stages of active development be-
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tween State tax officials and the Service at the close
of the fiscal year.

The benefits stemming from these agreements
have been steadily increasing, both to the Service
and to the States. In the area of delinquent taxes,
the flow of information from the States is yielding
Federal revenue at the rate of about $22 million
annually, Also, information furnished by the
States to the Service, reflecting the results of audit
of State tax returns, led to the assessment of $2
million additional Federal revenue, at a cost of
approximately $45,000 during the year. Reports
by State tax officials indicate that comparable
benefits to State revenue are being obtained
through information furnished systematically by the
Service.

P.L. 87-870, enacted this year, provides for
special services to be performed for States and other
specified agencies on a reimbursable basis. The
States are likely to have particular interest in con-
‘tracting for special statistical compilations and in
arranging for the admission of State tax officials
to the training courses of the Service. Efforts are
now underway to achieve a mutually satisfactory
meshing of diversified State needs with the training
resources available to the Internal Revenue Service.

INFORMANTS' REWARDS

Including those pending July 1, 1962, informants’
claims for reward considered during fiscal 1963
numbered 9,196. Of these, 753 were approved with
payments to the informants of $458,688. Of the
4,266 claims disposed of, 3,513 were rejected either
because the claim could not be substantiated or the
eligibility requirements of the regulations were
not satisfied.

rom information furnished by informants, the
Service recovered $12.7 million in taxes, penalties,
and interest.

Eelow is a table comparing activity in this area
for the past 2 years:

’ Receipt and disposal of claims for informants' rewards

Status 1963 1962
Pending July 1_.. 5,000 4,714
Received. 4,196 4,147
Disposed of, total. 4,266 | 3,921
Rejected do. 3,513 3,256
Allowed. ... e do___. 753 665
Pending June 30. do. 4,930 5, 000
Amount allowed on claims disposed of _________| doitars..| 458,638 587, 256

ENFORCEMENT ACTIVITIES

ALCOHOL AND TOBACCO TAX
ENFORCEMENT

Intensive concentration on the perfection of
criminal cases under the Major Violator Program
against the principals responsible for large-scale
illicit  distilling activities, resulted in effective
prosecutive and trial action in most areas. During
the year, 591, or approximately 37 percent of the
1,573 listed major violators were arrested or in-
dicted. Noteworthy is the favorable attitude of the
courts toward the objectives of this Program which
continues to be reflected in the severity of im-
prisonment sentences imposed upon the financial
backers of illicit operations. This is regarded as
a significant crime deterrent factor.

The Mandatory Preventive Raw Materials
Program continues to be an important adjunct
to the law enforcement effort in preventing to a
considerable extent the acquisition by illicit
distillers of sugar, yeast, and containers essential
to the production and packaging of nontaxpaid
distilled spirits. It is encouraging to note that
wholesale and retail dealers in such commodities,
cognizant of the tax fraud potential are, for
the most part, cooperating with the Govern-

"ment by establishing merchandising policies de-

signed to deny liquor law viclators or suspicious
persons access to large quantities of sugar even
though premium prices are frequently offered
therefor.

Fourteen southern States accounted for 92.6
percent of the stills and 95.3 percent of the mash
seized in 1963. Seizures in all categories declined
with the exception of nontaxpaid wines. The
volume of mash seized in the country as a whole,
a significant index of the trend of illicit production,
was reduced by 9.7 percent, as shown in the
following table:

Seizures and arrests for alcohol, tobacco, and firearms
violations

item 1963 1962

Seizures:

...number__ 6,213 6,886

-.-gallons__. 149, 940 174,572
do. 6, 530 2,930

3,092,617 | 3,424,472

Mash_.. do.
‘ehicles number. 3 ,
Property (appraised valug)__......._.... doliars..| 2,110,380 | 2,252,718
Arrests 1 number. 8,507 9,126

1 {ncludes 2 arrests for tobacco violations and 358 2rrests for firearms violations
in 1963 compared with 2 and 398, respectively, in 1962,

Note.—includes seizures and arrests In cases adopted, s well as originated, by
the Internal Revenue Service.

As an adjunct to the seizure and forfeiture of
property (principally vehiaes, pinball machines,
and cash) because of its use or intended use in
violation of the alcohol, firearms, and wagering
laws, the Service was required to investigate and
rule on 489 petitions for remission or mitigation
filed by persons who alleged an interest in the
forfeited property.

FIREARMS PROGRAM

Public hearings on legislative proposals to amend
the Federal Firearms Act were held by the Senate
Subcommittee on juvenile Delinquency during the
year. These hearings were attended by represen-
tatives of the Service and of the firearms industry.
The proposed amendments, in addition to in-
creasing the license fees for dealers and manu-
facturers of firearms, would place restrictions on
the availability of pistols and revolvers to juveniles,
particularly through so-called “mail order’” sales.
This legislation is designed to be helpful to law
enforcement agencies in the field of crime pre-
vention.

A study of devices designed to fire either tear
gas or flares, or both, but which are also capable
of firing fixed ammunition, resulted in Service
rulings that required manufacturers to make radical
changes in such devices to preclude their falling
within the category of firearms controlled by either
the National or Federal Firearms Act. Studies
made of a number of types of so-called semi-
automatic rifles imported into the United States,
brought about the classification of such weapons
as machinegung, the importation of which will
hereafter be subject to the registration and other
provisions of the National Firearms Act.

Registration of firearms totaled 537,132, com-
pared with 349,311 in 1962. The increase was
due chiefly to the production of a greater number
of automatic weapons required by the Armed
Forces. Investigation of violations of the National
and Federal Firearms Acts and the Act of August 9,
1939 (49 U.S.C. 781) resulted in the perfection
of 358 criminal cases, 352 arrests, and the seizure
of 115 vehicles and 725 firearms.

The decision of the Court of Appeals for the
Ninth Circuit in Russell v. United States, 306 F. 2d
402 (1962) temporarily posed a serious threat to
enforcement of the National Firearms Act. In
this case, the Court set aside defendant’s conviction
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on a charge of failure to register a firearm on the
ground that compliance with the registration wre-
quirement of the Act would have violated his
constitutional guarantee against self-incrimination.

However, when the Court was faced with subse-
quent cases involving the review of convictions on
charges of possession of an unregistered firearm,
it upheld the convictions, distinguishing the Russell
case on the ground that here the substance of the
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offense lay in the defendant’s possession of the
firearm and not in any failure on his part to have
registered it (see Starks v. U.S., 316 F. 2d 45, and
Frye v. U.S., 315 F. 2d 491). Other circuits have
since taken similar action. Hence, unless Frye
should be reversed by the Supreme Court, the
problems anticipated as a result of the Russell
decision seem to a large extent to have proved
illusory.

5

Supervision of
the Alcohol and
Tobacco Industries

GENERAL

The Liquor Law Revision Committee, which
was established on March 1, 1962, continued its
studies of the industrial alcohol and liquor tax
laws. The objectives of the Committee are to
achieve the utmost simplification in revenue control
and tax determination so that more economical
government supervision can be attained and the
industries will have the greatest degree of operating
latitude consistent with effective revenue protection.

In order to cooperate with other departments of
the Government the Service granted special au-
thorizations permitting the mingling and storage
(under conditions not contemplated by internal
revenue regulations) of several million gallons of
distilied spirits produced from California grapes
which were declared by the Grape Crush Adminis-
trative Committee of the U.S. Department of
Agriculture to represent surplus production.  Under
the pertinent USDA regulations, the “setaside”
distilled spirits produced from such surplus grapes
were not to be disposed of for beverage purposes.
Arrangements were completed for the “setaside”
spirits to be converted to industrial alcohol.

The Service also required specific identification
of all food colors and other additives which industry

' members have proposed to include in their formulas

for rectified products and wine, for the purpose of
assisting the Department of Health, Education, and
Welfare in familiarizing industry with the require-
ments of the Food and Drug Administration con-
cerning such additives. Approval of any formulas
which were found to include injurious additives or
injurious proportions of additives was withheld.

As the result of efforts between the Alcohol and
Tobacco Tax Division and the Joint Committee of
the. States on Alcoholic Beverage Advertising, The
National Conference of State Liquor Administrators
and the National Alcoholic Beverage Control As-
sociation, Inc. have resolved to urge the individual
States to adopt uniform regulations (similar to the
Federal requirements) governing the advertising of
distilled spirits and wines in newspapers and
magazines.
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AUTHORIZATION OF INDUSTRY
OPERATIONS

An indication of the extent of activities relating
to the authorization of industry operations may be
obtained by reference to statistical tables. Permit
actions are shown in tables 10-12, on pages 92-93,
and the number of establishments qualified to
engage in the production, distribution, storage, or
use of distilled spirits and alcoholic liquors, is
shown in table 8, page 92. Corresponding figures
relating to cigarettes, tobacco products, and
tobacco materials, are shown in table 9, page 92.

In administering the provisions of the Federal
Alcohol Administration Act and its related regu-
lations, 46,949 applications for label approval or
exemption from label approval (19,943 applica-
tions for distilled spirits, 25,090 for wines, and
1,916 for beer) were processed during the year,
compared with 44,861 applications during 1962
or an increase in workload of 4.7 percent. A total
of 20,392 periodicals and 3,429 radio and television
“‘commercials” were examined to determine
whether alcohalic beverages advertising contained
therein complied with the Act and Regulations.
In addition, 1,060 proposed advertisements and
projected advertising campaigns which were vol-
untarily submitted, were reviewed prior to publica-
tion as a service to industry, and 282 conferences
were held with industry members, their attorneys,
or advertising agencies concerning advertising
matters,

The provisions of procedural rules dealing with
the disclosure of information (26 CFR 601.702)

“were amended, effective March 25, 1963, to
permit the Director, Alcohol and Tobacco Tax
Division, upon proper written application, to
furnish information to interested persons concern-
ing the issuance of certificates of label approval,
or exemption from label approval, under the
Federal Alcohol Administration Act.

The National Office processed 1,112 formulas
for rectified products and 158 formulas for wine,
as compared with 684 and 127, respectively, in
1962. The food additive control program was
largely responsible for the increase in the number
of formulas for rectified products which were
reviewed. The National Office also reviewed
3,642 qualifying documents; issued to Government
agencies a total of 26 permits to use tax-free
spirits and 16 permits to use specially denatured
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spirits; approved 88 distinctive liquor bottles;
and acted on 70 offers in compromise involving
violations of Internal Revenue Laws, and 16 under
the Federal Alcohol Administration Act.

ON-PREMISES SUPERVISION

Pilot operations initiated near the close of 1ast
vear and completed this year demonstrated the
feasibility of further improvements and stream-
lining in the methods used by the Government to
supervise distilled spirits plants. Using the new
procedures as guidelines, a nationwide survey of
inspector (on-premises) manpower requirements
was carried out. Study of the results indicates, in
certain regions, the possibility of eliminating a
limited number of inspector (on-premises) positions,
as they become vacant. Increased use would be
made of inspectors (general) for on-premises
supervision during periods of peak plant activity.
The policy of not filling vacancies, except for emer-
gency situations, resulted in savings of approxi-
mately 59 man-years in inspector positions.

Inspector (on-premises) supervision was provided
at distilled spirits plants whose operations and activ-
ities involved transactions in distilled spirits, as
follows: Production, 800.8 million tax gallons;
denaturation, 517.8 million tax gallons; ware-
housing, 1,054.1 million tax gallons; and tax-pay-
ments, 188.6 million tax gallons. In addition, 87.6
million proof gallons of distilled spirits and wines
were rectified, and 220.2 million wine gallons of
distilled spirits were botted. :

INSPECTION OF ESTABLISHMENTS

Quality - inspections, utilizing additional audit
techniques were emphasized. Authority to regions
to select premises to be inspected in accordance
with indicated needs, rather than by rigid schedule,
was formalized at the beginning of the year. As
a result the scope and depth of selected inspections
increased materially. In the closing months of the
year, all regions concluded field tests of a proposed
brewery inspection handbook. Time devoted to
these tests and increased use of audit techniques in
inspections contributed to an increase in man-days
per inspection and a corresponding decrease in
number of inspections completed, from 32,260 in
1962 to 28,966 this year.

SUPERVISION OF THE ALCOHOL AND TOBACCO INDUSTRIES

CHEMICAL ANALYSIS AND RESEARCH

The continuing emphasis being placed on
research is typified by a contractual agreement
with the Atomic Energy Commission whereby the
National Office laboratory will carry out research
in the field of neutron radio-activation analysis
in criminalistics for the benefit of the Internal
Revenue Service. Other research activities re-
sulted in the publication of 6 scientific papers in
internationally recognized chemical journals.

The rapidly expanding use of forensic chemistry
as an adjunct to criminal investigative work led
to the establishment of a physical evidence unit in
the National Office laboratory to serve the En-
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forcement Branch of the Alcohol and Tobacco
Tax Division.

Approximately 39,600 samples were examined in
the National and regional laboratories, of which
about 8,600 were illicit spirits and 8,300 were
narcotics. In the National Office laboratory, in
the categories of foods, flavors, and medicines using
taxpaid spirits, 2,825 new formulas were approved
and 623 samples were analyzed. In addition,
3,904 formulas and 4,219 samples were examined
and approved for products and processes using
specially denatured alcohol. Labels were approved
for 9,211 products produced with specially dena-
tured alcohol. An increase of some 2,000 narcotic
samples caused the total volume of samples to
exceed the previous year’s total by about 1,700.
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Legislative
Activities

GENERAL

The fiscal year was marked by much Congres-
sional activity in the area of tax legislation. Prin-
cipal activities were directed to enactment of the
Revenue Act of 1962 and to the major tax revision
program which was submitted to the Congress on
January 24, 1963. In addition, study, research,
and assistance were carried on relating to particu-
lar revenue measures enacted by Congress or still
pending. The regular and recurring functions in
connection with the Department’s legislative pro-
gram, reports on bills, drafting of legislation, and
other technical work were continued.

LEGISLATIVE PROGRAM

The Service submitted 74 items to the Assistant
Secretary for Tax Policy for consideration in the
formulation of the Department’s legislative pro-
gram. These suggestions dealt principally with
tax inequities, loopholes, and administrative prob-
lems. They were developed from reports submitted
by offices throughout the Service; from research
and study projects undertaken to develop informa-
tion about tax inequities, abuses, and administra-
tive problems which seem to warrant corrective
legislation; from suggestions made by Members of
Congress and the public; and from suggestions
submitted by employees through the incentive
awards program.

" There was much activity in the Technical Co-
ordination Program. It is through this program
that the field offices report to the National Office
on actual taxpayer cases involving tax abuses, in-
equities, and administrative problems. These re-
ports were studied and evaluated in order to deter-
mine what legislative suggestions the Service should
make to the Department.

LEGISLATIVE ASSISTANCE

The Committee on Finance conducted hearings
on H.R. 10650, the Revenue Act of 1962. Some
of the more important sections provided for a tax

LEGISLATIVE ACTIVITIES .

incentive credit to encourage modernization and
expansion; withholding tax on dividends and-
interest; more equitable taxation of mutual thrift
institutions, mutual casualty insurance companies,
and cooperatives; the removal of much of the
preferential treatment accorded foreign income;
and the disallowance of certain travel and enter-
tainment expenses. The Committee substituted
for the withholding on dividends and interest a
provision requiring the filing of information
returns covering the payments of such income.
Representatives of the Service attended both the
public hearings and the executive sessions before
the Committee and assisted in drafting changes
proposed by the Committee. The Act was passed
by the Senate and on October 16, 1962, it was
signed by the President and became Public Law
87-834.

The President in his tax message to the Congress
on January 24, 1963, recommended a reduction
in individual and corporate income tax rates and
also structural revision and reform. The reform
program is directed toward the relief of hardship
and encouragement of growth, base broadening
and equity, and revision of capital gains taxation.
The Service assisted the Treasury -Department
in developing the Administration’s tax program.
Work on this program included research, technical
analyses, and the gathering of information re-
garding tax matters covered by sections of the
Internal Revenue Code which are under consid-
eration. Also, representatives of the Service at-
tended both the public hearings and executive
sessions before the House Committee on Ways
and Means, and assisted in drafting legislative
language to carry out tentative decisions of the
Committee in regard to the President’s recom-
mendations, and the Committee report.

Representatives of the Service attended the
public hearings and executive sessions of Congres-
sional Committees on the enacted and pending
bills listed below. They also rendered other
technical assistance in drafting the legislation and
related Committee reports.

Information reports, technical reports, drafts of
bills and accompanying technical explanations,
and other data relating to legislative matters were
prepared for the Office of the Secretary of the
Treasury. Included were 47 formal reports on
Congressional bills which dealt with proposals to
amend the Internal Revenue Code and other

legislative matters, including private relief bills.

Eight technical memoranda on pending bills or
legislative proposals were prepared and forwarded
to the Secretary of the Treasury. These bills
and legislative proposals included recommendations
to amend the Internal Revenue Code in respect to
liquor, tobacco products, and firearms, and to
amend the customs laws, the Federal Firearms Act,
and the Administrative Procedure Act, as well as
private relief bills in the alcohol and tobacco tax
area.

LEGISLATION ENACTED

Congress enacted a number of public laws relat-
ing to tax matters, the most important of which
(other than the Revenue Act of 1962) are listed and
summarized below:

Public Law 87-682 extends to fishermen the
same treatment accorded farmers in relation to
estimated income tax. .

Public Law 87-710 provides a 7-year net operat-
ing loss carryover for certain regulated transporta-
tion corporations.

Public Law 87-768 modifies the application of
the personal holding company tax in the case of
consumer finance companies.

Public Law 87-792 extends many of the favorable
tax benefits of qualified retirement plans established
by employers for employees to plans established by
and for self-employed persons.

Public Law 87-859 continues for an additional
3-year period the existing suspensions of the tax
on the first domestic processing of coconut oil,
palm oil, palm-kernel oil, and fatty acids, salts,
combinations, or mixtures thereof.

Public Law 87-863 increases the maximum
limitations on the amount allowable as a deduction
for medical, dental .etc., expenses. Another section
of this Law provides that a State or political sub-
division which operates retail liquor stores shall
not be required to pay more than one special tax
as a retail dealer in liquors, regardless of the number
of such stores operated by the State or political
subdivision. The provisions of this section of the
Act were made retroactive to July 1, 1962, which
necessitated the allowance of claims for refund of
the special retail tax for additional stores, if already
paid for the fiscal year which began July 1, 1962.

Public Law 87-870 provides for the elimination
of certain tax inequities through the permissive

35




ANNUAL REPORT

taxation of certain jointly owned railroad terminal
and switching facility corporations as partnerships.

Public Law 87-876 provides for an increase in
the retirement income credit.

Public Law 88—4 provides that the deduction
for child care expense shall be available to a wife
who has been deserted by and cannot locate her
husband, on the same basis as a single woman.

Public Law 88-9 provides a deduction for pay-
ment of redeemable ground rent.

Public Law 88-31 provides for a reduction in the
rate -of the Federal unemployment tax for the
calendar year 1963.

Public Law 88-36 repeals the silver purchase
acts and the related transfer tax on silver bullion.

Public Law 88-52, the Tax Rate Extension Act
of 1963, in general postpones until July 1, 1964,
reductions in the corporate normal tax rate and
certain excise tax rates, and termination of the
excise taxes on general telephone service and
transportation of persons by air, which would have
become effective on July 1, 1963.

LEGISLATION PENDING

Tax bills passed by the House at the end of the
fiscal year and awaiting action by the Senate were
as follows:

H.R. 780, to provide a credit against the estate
tax for Federal estate taxes paid on certain prior
transfers in the case of decedents dying after
December 31, 1947.

H.R. 3297, to exempt from income taxation
certain nonprofit corporations and associations
organized to provide reserve funds for domestic
building and loan associations.

H.R. 6246, relating to the deductibility of
accrued vacation pay. A bill containing tax
provisions, S. 1, had been passed by the Senate at
the close of the fiscal year and was awaiting House
action. The purpose of the bill is to establish a
youth conservation corps. H.R. 5131, a similar
bill, has been reported to the House.

LEGISLATIVE IMPLEMENTATIONS

The Service developed and began carrying out
plans for the implementation of tax legislation
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enacted during the year. These plans included
the issuance of new and amendatory regulations,
revisions of tax return forms and instructions,
issuance of publicity primarily through news and
technical information releases, revision of Service
publications, and issuance of special instructions
and procedures to field offices. In some instances
immediate action, particularly publicity, was re-
quired to assist taxpayers to comply with require-
ments of legislative amendments or to take advan-
tage of tax relief afforded.

Some of the more important publicity releases
on tax legislation enacted during the fiscal year
include:

TIR-413 (November 13, 1962) calling attention
to the provision in Public Law 87~834 which
requires certain persons who either create a foreign
trust or transfer money or property to a foreign
trust to file an information return on or before
the 90th day after the creation or transfer takes
place. . R .

TIR-416 (November 16, 1962) calling attention
to the provisions in Public Law 87-834 relating to
the taxation of stockholders of foreign investment
companies and to certain acts to be performed by
such companies.

TIR-423 (December 17, 1962) reminding tax-
payers of the provisions in Public Law 87-397
requiring them to use their identifying tax account
numbers on Federal tax returns and related docu-
ments filed in 1963 and subsequently, and an-
nouncing a new information booklet entitled
“Questions and Answers Regarding Identifying
Numbers.”

TIR-428 (December 24, 1962) calling attention
to the provision in Public Law 87-863 which allows
taxpayers a new option to deduct intangible drilling
and development costs as expenses in the case of
oil or gas wells. ’

TIR-443 (January 13, 1963) directing attention
to the provision in Public Law 87-834 which
reduces the exemption from income tax allowable
under prior law with respect to persons qualifying
under the “bona fide foreign residence” test.

TIR-481 (June 7, 1963) calling attention to
Public Law 88-31 which reduces the rate of Federai
unemployment tax for the calendar year 1963
from 3.5 percent to 3.35 percent.

7

Legal
Activities

CASE DISPOSALS BY OFFICE OF THE CHIEF COUNSEL

10,922

1,980
1672 4 47 .

Collection ~ Tax Alcoho! Enforce- Refund Other

litigation  Court and meont
tobgcco litigation
tax

1963 1962

CASELOAD DISPOSAL ACTIVITY

The total caseload disposals in the Office of the
Chief Counsel increased to 26,465 from the total of
25,156 in 1962. At the close of the year the total
caseload pending was 22,434, an increase of 496.
Caseload receipts increased to 26,961, up 9.6
percent from the 24,600 received last year.

CIVIL LITIGATION

The Government won, in whole or in part, all of
the 9 civil tax cases decided by the Supreme Court,
compared with 5 of 7 in 1962. The Government
also won, in whole or part, 271 of the 349 civil
tax cases decided by courts of appeal (exclusive
of bankruptcy, receivership, insolvency, lien, com-
promise, and liquor), compared with 301 of 414
such cases decided in 1962. In 1963 the Govern-
ment’s position was wholly or partially sustained in
71.7 percent of courts of appeal cases, compared
with 72.7 percent in 1962.

In the trial courts (Tax Court, Court of Claims,
and U.S. district courts) the record of Government
wins, losses, and partial wins appears as follows:

Trial court cases won, lost, or portially won by the
Govemment

Tax Court iGourto! Claims|District courts
Actlon

1963 { 1962 | 1963 | 1962 1563[1952

2931 275| 34| 271 166

10 93 121 23] 200, a3
159 | 163 18 56

8] 2 LX)

artial
Percent won or partlally

TAXES IN LITIGATION

Both at the beginning of the fiscal year and at the
end there were nearly $1.5 billion involved in
cases wherein taxpayers sought to contest their
liabilities for taxes (and penalties). Actions for
refunds of taxes and penalties are handled at the
National Office level and actions for redetermina-
tion of proposed deficiencies in the Tax Court are
handled by the 9 regional counsels.
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In the trial or settlement of cases in the Federal
district courts, the Court of Claims, and the Tax
Court, $120.5 million was successfully defended in
refund suits, and $171.8 million was successfully
defended as proposed deficiency assessments, for a
total of $292.3 million of revenue saved for the
Government (see the table below).

Taxes in litigation
{tn thousands of dollars)

Tax Court

Refund
Status Total Rtigation
Deficien- | Overpay-
cies ments

1,446 898 | 810,537 195,581 440,780
570,598 | 433,173 12,782 | 118,643

Pending July
Received. _

IV
Digposed o 547, 323,281 66, 941 157,614
Pending fu 1,469,649 | 926,419 | 141,421 401,809
Amount saves 292,289 | 110,976 60, 831 120, 482

PERSONNEL

On June 30, 1963, the Office of the Chief Counsel
had a total employment of 1,290 persons, composed
of 644 attorneys and 646 nonattorney employees.
This represented a slight decrease in staff from the
preceding year. The 644 attorneys were assigned
to the National Office and regions, as follows:

Office Number of attorneys
National Office 263
Atlanta region. 41
Boston region. . 22
Chicago region 42
Cincinnatiregion. ............. ... i 42
Dallas region . 32
New York City region. ...................oi.0. 59
Omaharegion...................ooii 34

CHAPTER SEVEN

Office Number of attorneys
Philadelphia region. . ............. . ... . 51
San Francisco region

TORT CLAIMS

The Service adjudicates all administrative claims
under the Federal Tort Claims Act arising out of
negligent acts of Service employees, and assists the
Department of Justice in the defense of suits
brought under that Act for damages caused by the
negligence of Service employees. During the year
99 administrative claims (as compared with only
48 for 1962) and 14 suits were disposed of.

During the year also, the authority to recommend
the institution of suits to recover for damage to
Service property where the amount claimed does
not exceed $1,000 and the incident from which the
claim arises did not result in personal injuries was
transferred to the regional offices in view of the
decentralization of these suits by the Department
of Justice to the United States attorneys.

SUMMARY

Legal services play a key role in all facets of tax
administration and therefore are a vital part of
many of the Internal Revenue Service’s operations.
Criminal prosecution cases, civil litigation cases,
legal services in collection litigation, and work flow
of cases in the Service and the courts are shown
under Enforcement Activities. Detailed statistics
on legal activities are shown in statistical tables
18-26 on pages 99-101, and the most important
court decisions are included in the Appendix.

8

International
Activities

GENERAL

As the world around us shrinks in size, the scope
of the Service’s responsibilities and operations
overseas steadily enlarges. The overseas affairs of
the Internal Revenue Service divide into three
broad areas—~furnishing technical assistance to
developing countries in the strengthening and
modernization of their tax systems; participation
in the negotiation of tax conventions with foreign
governments and the preparation of regulations
under these pacts; and the administration of
Federal tax laws affecting mainly U.S. citizens and
business organizations abroad. The program for
assisting the developing countries in strengthening
their tax systems is carried out in the immediate
office of the Commissioner of Internal Revenue
through the Foreign Tax Assistance Staff; Service
responsibility for tax treaties and regulations is
assigned to the Assistant Commissioner (Technical);
and responsibility for the overseas administration
of Federal tax laws is in the Office of International
Operations under the Assistant Commissioner
(Compliance).

FOREIGN TAX ASSISTANCE STAFF

Following the pledge of the Secretary of the
Treasury at Punta del Este in 1961, the Internal
Revenue Service organized a program to extend
technical assistance for tax administration moderni-
zation to developing foreign countries. Responsi-
bility for the program is vested in the Foreign Tax
Assistance Staff in the immediate Office of the Com-
missioner of Internal Revenue. The Stafl’s activi-
ties are conducted in close collaboration with the
Agency for International Development of the U.S.
Department of State. The Service’s immediate
efforts are oriented mainly to Latin America under
the Alliance for Progress, although several countries
in other hemispheres have requested and are re-
ceiving assistance in tax administration moderniza-
tion,

The overall program is divided into two broad
but integrated efforts. One deals with the selec-
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tion of tax specialists, not only from within the
Service, but also from selected State and local gov-
ernments, for overseas assignment at the invitation
of foreign countriecs. The second involves arrange-
ments for foreign tax officials to observe and study
in the United States the organization and operation
of the Service.

The activities of Internal Revenue Service Tax
Teams overseas range from broad surveys of
existing tax administrations and recommendations
for improvement, to long-term programs for as-
sisting tax officials of foreign governments in
devising and installing tax administration moderni-
zation on a broad front. The scope depends on
the desire of each country. Activities include pro-
grams involving audit, collections, tax fraud,
systems, training, data processing, organization
and management, personnel and budget adminis-
tration, etc. During the year 27 Service tax
specialists were assigned to 10 countries in Latin
America on short- and long-term tours.

Observation and study programs in the United
States for visiting foreign tax officials range in time
from one day to several months, and in scope from
a single Internal Revenue program, to a study of
the entire administrative structure and the major
Service programs, Visits are made to the National,
regional, and district offices. The status of foreign
visitors range from those at high policy levels to
technicians at the working level, although most
occupy positions carrying supcr\}isory and program
responsibility. During 1963 the Service received
over 200 foreign visitors from more than 35
countries.

TAX CONVENTIONS

Discussions took place abroad with four countries
with a view to the conclusion of one new income
tax convention and three conventions supplement-
ing those already in existence. The texts of such
agreements were in various stages of development
at the close of the year.

A supplementary protocol to the Japanese income
tax convention was signed on August 14, 1962,
and an income tax convention with Luxembourg
on December 18, 1962.

The proposed income tax conventions with India,
Israel, the United Arab Republic, and Luxem-
bourg, as well as the proposed supplementary
protocols modifying the convention with Japan,

CHAPTER EIGHT

were pending ratification in the United. States
Senate on June 30.

INTERNATIONAL OPERATIONS

In addition to the operation of the foreign posts
at Paris, France; London, England; Ottawa,
Canada; Mexico City, Mexico; Sio Paulo, Brazil;
and Manila, Philippine Republic, the Office of
International Operations conducted a taxpayer
assistance and educational program with 21 revenue
agents from its own and from district offices. This
program involved the actual preparation of 3,583
returns reporting a total tax of $§915,284. A total
of 13,134 persons were assisted under the program.
The agents traveled in excess of 110,000 miles,
visiting 98 cities in 51 foreign countries. Agents
also conducted 11 schools for military tax instructors
who, in turn, assisted armed forces personnel sta-
tioned abroad.

The Director of the Office of International
Operations consulted with foreign tax authorities
in the disposition of 5 cases involving: double
taxation,

Representatives in foreign posts submitted a total
of 143 collateral information requests, 72 for
Intelligence Division, and 71 for other offices and
divisions of the Service.

The Operational Research Staff continued studies
on improvement of all phases of operations, in-
cluding need for legislation, regulations, special
studies, and dissemination of information in the
foreign area.

Special studies regarding tax abuses in foreign
tax areas resulted in several suggestions for changes
in legislation, regulations, technical information
releases, and manual supplements.

A study on the effectiveness of Section 6046, as
revised by Congress in 1960, resuited in a further
amendment of Section 6046 to require an “inven-
tory” of foreign stockholdings under certain condi-
tions. As a result of this legislation, by the end of
1963, the Service should have, for the first time, a
complete and current picture of the number and
amount of investments in controlled foreign cor-
porations.

With the completion of the first full fiscal year
of coordinated examinations of United States and
foreign affiliated entities, the value of the efforts
are shown by the following figures:

INTERNATIONAL ACTIVITIES

Cases referred to Office of International

Operations. . ..........ooiiiiiie..n, 610
Cases accepted for coordinated examination. 411
Examinations completed. ................ 342

Additional tax recommended $145,000,000

The Office of International Operations now has
a total of 80 audit specialists in Washington, New
York, Chicago, and San Francisco. Three tech-
nical specialists comprise a special advisory group
on problems of pricing and allocation under section
482 of the Code.

The Office of International Operations continued
to render assistance to territorial, protectorate,
commonwealth, and possession governments in
regard to social security taxes and other tax admin-
istrative matters as requested. It also performs
much of the administrative work connected with
the exchange of information provisions of the tax
treaties with foreign countries and also collects the
income tax from nonresident alien individuals,
partnerships, and foreign corporations. Income
tax is withheld in accordance with the rates set
forth in the treaties.

Taxes withheld by domestic withholding agents,
taxes remitted by foreign governments, and the
number of information documents filed are listed
in the following table:

Tax withheld from pay to

i,

treaty and nontreaty countries

alien entitles of

informa-
tion docu.
ments

Number of|

Thousand doifars

Tax withheld! Tax from
by domestic | forelgn gov-
withholding | ernments or
agents withholding
agents !

Total

Total 408,580

79,740 13,358

93,098

2,498
676
8,559
153, 585

West Germany.
roe

onduras.
d

Antiiles. 2,659
ew Zealand.
orwa

Swiltzes
nion of South Afric:
nited Kingdom and oversi
Orritories. .coeeeneee 41,218
Other:

o
Nontreaty countries by
Form 10428, ~-.| 61,641

By coupon bond
tion documents:

Tax traaty countr;

Nontreaty countries.

40,232
5477

204

43
2,138 167
14,471 8

114

204

43
2,305
15,304

1l
availat

n;lludus tax from coupon bond information documents; separate data not
e.

Nots.—Dr data
10425 data for tax treaty countries only,

by country

Form
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Planning
Activities

GENERAL

Planning is an integral part of tax administration
and is accomplished at every organizational level
of the Service. The Long-Range Plan is the ve-
hicle that translates all planning into a compre-
hensive system thereby producing a synthesis of
program requirements, operational capabilities,
and resources under different time frames which
provide top management with a framework of
carefully developed priorities for decision making.

The purpose of a tax system is to guarantee the
long-run fiscal soundness of the policies and pro-
grams of Government. The purpose of tax admin-
istration is to fully implement the tax system. For
the long-run, this means collecting all of the legis-
lated taxes at least cost. In the short-run, it means
optimizing the revenue collectible with the re-
sources the Government makes available to the
Administrator.  Attainment of these objectives
requires the development of an overall plan which
includes both the strategy of long-range planning
and tactical current-year operational plans or
programs that are consistent with the long-range
plan.

SHORT-RANGE OPERATIONAL PLANNING

Provision is made for short-range planning within
the Long-Range Plan by developing specific pro-
gram guidelines and priorities for the 2 years im-
mediately ahead, which will enable the Service to
progress toward its long-range objectives. Revi-
sions to short-range guidelines and priorities are
made after appropriation of funds for the next
year’s operations so that the final work-plans con-
form with available resources.

Detailed work-planning and control systems are
employed in the Service’s accounting, returns
processing, delinquent accounts and delinquent
returns activities for analyzing and appraising the
work which must be done in determining short-
range manpower requirements. These provide for
the step-by-step listing of each operation, periodic
evaluation of the various steps, assignment of
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appropriate priorities to the various work phases,
and the allocation of manpower to meet predeter-
mined priorities,

The principal device for allocating manpower
is the Financial Plan which translates annual
appropriations into allotments for the Service’s
various offices and activities. This is the final step
in the Service’s budget cycle and represents the
culmination of planning which begins with the
Long-Range Plan and preparation of annual budg-
et requests. The Plan is subject to modification
during the year as needs arise and to the extent
that compensating or supplementary resource
changes are possible.

LONG-RANGE PLANNING

The Long-Range Plan is a coordinated action
program designed by all components of the Service
to eliminate operating deficiencies and anticipate
and prepare for the future needs of an adequate
Federal tax administration system. The Plan con-
stitutes the Service’s basic planning document and
provides the foundation for the development of
the Service’s work plans and budget requests.

The Service’s initial Long-Range Plan was
developed in 1959 and is updated each year. The
1963 edition developed by the National Office in
conjunction with regional and district officials,
covers the 10-year period from 1961 through 1970.
This plan includes objectives for all of the opera-
tional aspects of the Revenue Service, together
with estimates of the manpower requirements and
costs to reach desired objectives. It also includes
estimated tax yiclds resulting from increased
enforcement effort.

In order to develop the Plan most effectively,
more detailed information must be obtained in a
number of problem areas where information is
lacking. These areas involve (1) the size and
nature of the total tax administration workload;
(2) the portion of the total tax administration job
that is accounted for by current operations;
(3) the portion of the total tax administration job
that is left undone; or the gross tax ad ministration
gap; (4) the level of taxpayer compliance; (5)
changes in the level of taxpayer compliance, and
whether compliance is increasing or decreasing
under existing programs; (6) the effectiveness with
which current operations are being conducted;
and (7) the net tax administration gap, or that

portion of the gross tax administration gap that is
worth closing.

To obtain data relating to these problem areas,
the Service has developed a Taxpayer Compliance
Measurement Program (TCMP), which will pro-
vide new information in at least 3 areas: (I)
delinquent accounts, (2) delinquent returns, and
(3) correctness of returns filed. Also, the informa-
tional aspects of TCMP include bringing together
and coordinating into one comprehensive system
all information required to measure the dimensions
of Federal tax administration workloads, their
trends and projections; the related requirements,
such as manpower, training, equipment, and
buildings; and the basic economics involved, such
as costs, direct and indirect tax yields, and im-
provements in existing cost-yield ratios. TCMP
is the Service’s long-range research program de-
signed to provide the information needed to
implement the Service’s Long-Range Plan and
optimize Federal tax administration.

RESOURCES UTILIZATION

On December 17, 1962, the Committee on
Resources Utilization submitted its report to the
Commissioner. The report contained 72 recom-
mendations relating to the organization ard pro-
cedures of both National and field offices. By the
close of the fiscal year, action had been taken on
those recommendations which concerned the
organization of field offices (see page 48). Evalua-
tion of other suggestions of the Committee is to
follow implementation of these field realignments.

The Service is currently making plans to establish
a permanent resources utilization program with
coordination responsibility centralized in the office
of the Deputy Commissioner. Under this program,
selected divisions of the National Office wculd
undertake regular programs of research and analysis
to assist the Commissioner in evaluating the
activities and costs of the Service, and in allocating
resources among them. Also, manpower utiliza-
tion would receive increased emphasis in the
National Office Review Program, and the several
management development programs.

SYSTEMS REVIEW AND COORDINATION

Continuing attention was given to the moderni-
zation of tax administration through the planning
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and design of total systems for implementing legis-
lation and for improving current or proposed’pro-
grams. Systems development projects during the
past year included the following:

(1) The Introduction of Advanced Equipment into
the Service.—Projects in this category relate both
to the introduction of new types of advanced equip-
ment into the Service as well as to the study of
the equipment already scheduled as part of the
automatic data processing system. Examples of
the former are the development of specifications
and the analysis of manufacturers’ proposals for
the procurement of a microfilm printer, the acqui-
sition of a desk size computer for small, specialized,
computational applications and preliminary studies
of devices for electrical data transmission and opti-
cal character recognition.

Examples of the latter are the development of
testimony for Congressional hearings on automatic
data processing, studies of lease versus purchase of
computers, and cooperative studies with operating
personnel of computer components and procedural
improvements in the Service’s ADP system.

(2) New Uses in Tax Administration for Advanced
Equipment—The projects in this area include both
consideration of the entire range of tax administra-
tion problems the solution of which might lie in
the use of advanced equipment, as well as the
achievement of new purposes from the Service’s
ADP system. Examples of the former include the
use of information retrieval techniques in the legal
and related administrative aspects of the Service’s
operations, an operations research system, a quality
control system, and an integrated budgeting,
personnel, and payroll data processing system.

Examples of the latter include ways of improving
the identification of delinquent taxpayers under
the ADP system, the conversion of Statistics of
Income processing from Census Bureau equipment
to Internal Revenue Service equipment, improved
methods of classifying and selecting tax returns
for audit examination, the use of information
returns under the Service’s ADP system, and orien-
tation of the depositary receipt system in light of
that system.

(3) Systems Studies Not Involving Advanced Equip~
ment.—These studies include a number of systems
design projects in which improvement may be
achieved by readily available electrical or mechani-
cal equipment.
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(4) Public Compliance Aspects of Tax Administration
Systems —Projects in this area involve consideration
of ways in which compliance by the taxpaying
public may be directed toward maximum benefit
to the systems used in tax administration,

The major projects in this area are the public
compliance aspects of the taxpayer identifying
number system and the expanded information
return system enacted in 1961 and 1962. Other
studies relate to the possibilities of receiving
information returns in magnetic tape form from
certain employers and payers of dividends and
interest; and, in the alternative, of receiving such
information in paper form readable by optical
character recognition equipment.

(5) Advisory and Educational Activities.—These
include consultation with tax administrators rep-
resenting State taxing agencies or foreign coun-
tries, dissemination of systems information to
Service officials, and exchanges of information
with persons both in and out of the Service con-
cerned with systems work.

CURRENT RESEARCH PROGRAM

Research activities were both accelerated and
broadened in order to meet expanding demands.
The needs for analysis of administrative facets of
current legislative proposals continued, as in prior
years, to absorb a major portion of research re-
sources. This year, however, increasing considera-
tion was given to internal management and
operating problems, which stemmed from two
sources: the planning necessary for following up
various aspects of the 1962 tax legislation, and the
problems encountered in the wake of expanded
application of the automatic data processing
system.

Numerous studies of the administrative impact
of 1963 proposals for new tax legislation included
such matters as changes in the treatment-of deduc-
tions, optional tax tables, withholding methods,
and averaging of fluctuating incomes.

Expanded information reporting for interest,
dividends, and patronage dividends, required by
the Revenue Act of 1962, focused attention on the
need for new, integrated techniques for achieving
more effective utilization of all information docu-
ments. An experimental program has been de-
veloped to provide streamlined techniques to
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resolve apparent discrepancies resulting from mass
computer comparisons of information documents
and tax return data, and to furnish a comprehensive
system of .compliance follow-up. Additionally,
plans are being developed for utilizing information
returns from domestic owners of 5 percent or more
of stock of foreign corporations.

Studies designed to provide information for
dealing with operating and compliance problems
included a survey of the nondistribution-of-
income practices by complex trusts; a survey of
the frequency and characteristic uses of different
classes of tax returns within the Service; and the
drafting of implementing regulations, together
with designing of standard forms, to give effect to
the recommendations made last year for simpli-
fication in the use of powers of attorney by tax-
payer representatives.

STATISTICAL REPORTING

In preparing and publishing Statistics of Income
reports as required by Section 6108 of the Internal
Revenue Code of 1954, the Service during fiscal
year 1963 continued to add to the statistical in-
formation available about the operation of our
tax system. A planned byproduct of the measure-
ments needed for fiscal policy determination was
the financial profile of taxpayers drawn from tax

return data. A list of Statistics of Income reports
published during the year appears on page 72.

An increasing proportion of more complex
returns characterizes taxpayer response to the
operation of our tax system. Individuals itemized
deductions on 41.1 percent of the returns they
filed for 1961; the comparable figure was 33.7
percent for 1857. There is continued growth in
the number of returns with schedules needed to
summarize. the varied aspects of business activity.
The following tables reflect these and other char-
acteristics of returns filed which, by adding to the
complexity of the work, constitute one growth
factor in the Service workload.

Under the terms of Sections 7515 and 7809 of
the Internal Revenue Code as amended by Public
Law 87-870 (87th Congress, Second Session) the
Service was permitted to receive reimbursement for
special studies and compilations furnished to
private organizations and nonfederal government
agencies. The Service may prepare special sta-
tistical studies and compilations involving data
from tax returns and use the payments to reimburse
the appropriation which bears the cost of such
work. The authority to make these studies and
compilations is evidence of Congressional recogni-
tion of the wealth of statistical information available
on tax returns and related documents. Already
14 users availed themselves of the provisions of
this new public law.

Individual income tax retums: Number of retums and sources of income

Income year
ftem
1961 l 1960 l 1959 l’ 1958 ] 1857
A. Number of returns (Thoysands)
Al individual returns, total, 61,498 61,028 60,271 58,085 59,825
Taxabie. 48,583 48,061 47,487 45,652 45, 865
12,917 12,967 12,774 13,433 12,960
Returas with itemized deductions, total.._._._..._. 25,262 24,083 22,510 20,811 20,155
Taxabls. 23,258 22,185 20,761 18,054 18, 569
. 2,004 1,898 1,749 1,758 1,586
Returns with standard deduction, totsl 36,238 36, 945 37,761 38,274 39,670
TaXBble oo it e e m e eaenamaens 25,325 25,876 26,736 2,598 28,296
. 10,913 11,069 1,0% 11,675 1,31
8. Sources of income (Million dollars)

All individuat returns:

Adjusted gross income, total__._. 329,861 315,466 305, 095 281,154 280,321
Salaries and wages_ 268, 902 257,918 247,370 227,581 228,077
Business or profession 22,630 21,072 21,431 20,674 20, 339
Dividends received 9,890 9,530 9,356 8,741 9,124
Interest received 5,683 5,057 4,395 3,659 3,319
Rents and royatie: 3,264 3,312 3,235 3, 3,258
Other income. 2], 492 18,578 19,307 17,304 16, 202

Note.—Returns classified as taxable are those reporting income tax after credits.
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Receipts and profits reported .by businesses

Income ysar
ttem
1961-62 Fsso—sx ( 1959-60 —L 1958-59 ' 1957-5¢
(Thousands)
A, Number of business ratums

TOLa! DUSINESS FEUIOS o e eeeeme oo scemeensan annneameameeememanm ees secee 11,37 1,172 11,165 10,744 10,649
. 1,190 1,141 1,074 990 0
r 9,242 9,090 9,142 8,800 738
30le prop 83 91 949 954 i
Business returns with net profit 8,738 8,516 8,650 8,531 8,445
: T Y T T
\ 8 s 8 , 155 7,094
e 128 739 759 765 m
Business returns without net profit - 2,633 2,656 2,815 2,23 2,203

B. Business receipts (Million doltars)

1,065,708 | 1,046,819 ) 1,026,167 938,228 831,000

Total business returns.

Sote

820,773 802,791 772,915 696, 594 684,833

.- 170,981 171,257 175, 205 163,399 162,687
77,047

Business returns with net profit.

Sole

Business returns without net profit..

C. Business profits
Net profit, less joss !

73,954 72,771 78,235 83,430
na. 902,404 908,787 815,117 812,378
na. 685, 692 682, 186 399,576 595, 602
151,761 151,837 156,773 147,452 145,357
- n.a. 64,875 69, 828 68,089
.............. na. 144,415 17,380 123,11 118,622

(Million dollars)

Total business returns. 76,918 72,92 77,159 67,417 73,454
i 45,532 43, 505 45,797 38,523 44,476
Sole 22,697 21,067 21,517 2,778 20,220
P - 8,689 8,360 8,845 8,116 8,758

Net profit!
Business returns with net profit. 87,616 84,024 86,081 75,916 80,983
§2,113 50,382 51,651 43,450 48,664
Sole 25,757 24,269 24,709 23,339 22,808
9,746 9,373 9,721 9, 087 8,513

Net foss

Business returns, 10,698 11,092 8,922 8,499 7,529

1 For corperations—not income.
* For corporations—net deficit.
n.a.~Not available.

Note.—The income year 196162 covers sccounting periods ended July 1961 through June 1962, Other income years cover corresponding periods.

The Service awarded a contract to Dr. W.
Edwards Deming, consultant in statistical services,
Washington, D.C., for an evaluation of sampling
procedures used by the Service to obtain tax
return data and for his recommendations for
improving the quality of estimates published in
Statistics of Income. Dr. Deming completed his
report in June 1963. The Service also awarded a
contract to the National Planning Association,
Washington, D.C., for developing the historical
and projected economic series required for
preparing projections of the number of returns to
be filed in each State. The National Planning
Association also provided detailed inethodology
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useful in updating the projections of the economic
series.

A library of computer tapes was expanded.
This library makes available to research workers a
flexible source of data to supply information on
items, classes, and relationships that will vary
from time to time. The library consists of a
complete file_of the Statistics of Income sample
of returns. It will be maintained for a 3-year
period and, in addition, a subsample of the
Statistics of Income files which can be referred to
as a model will be kept indefinitely.

The Treasury-Internal Revenue Service Com-
mittee on Statistics, established last year to advise

wd
A
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on the content of statistical publications, standards
of quality, and timeliness of publication, was
continued during 1963. The names and affilia-
tions of the members of the group are listed in the
1962, Annual Report. The group met on four
occasions: March 30-31, 1962; May 25-26, 1962;
October 1, 1962; and April 29, 1963. At each

meeting there was a careful review of the statistical
program and an evaluation of proposed changes
and recommendations regarding selected courses of
action. In compliance with provisions of Execu-
tive Order 11007, the Committee terminated on
June 30, 1963.

47



S

48

10

Management
Activities

GENERAL

The goal of the Service during the year has been,
in the words of President Kennedy, to operate
“a lean, fit, and efficient” organization. Empha-
sis was placed on good management, with particu-
lar attention to economy, efficiency, and effective-
ness. More specifically our efforts have been
directed toward eliminating unnecessary overhead,
shortening communication lines, and channeling
maximum manpower to frontline enforcement and
revenue producing activities.

MAJOR MANAGEMENT IMPROVEMENTS

Increased stimulation and leadership in manage-
ment improvement efforts resulted in an alltime
record of over $11.6 million in annual recurring
savings in 1963. These savings reflect a cooper-
ative effort spearheaded by top management
officials actively supporting the objectives of the
Managemeﬁt Improvement Program.

The Service also actively seeks to keep its
managers in touch with new and improved methods
by participating in management courses, seminars,
and institutes conducted by other Government
agencies, universities, and professional associations.
In 1963 approximately 125 officials attended such
outside training sessions. In addition, the Admin-
istrative Intern Program designed to recruit and
train promising participants for future high-level
duties, stresses the importance of management
improvement in formal courses and on-the-job
training.

Many management improvement actions result
in improved operations rather than measurable
savings. However, below are several of the more
significant accomplishments initiated during 1963
which resulted in tangible savings and which are
a partial indication of the vitality of the Manage-
ment Improvement Program.

Realignment of Field Offices—Secretary Dilion
gave final approval on May 17, 1963 to the fol-
lowing field office realignment plan, effective
January 1, 1964:

MANAGEMENT ACTIVITIES

(1) Reduction in the number of regions from 9 to
8. This was accomplished by combining the
Chicago and Omaha regions and redistributing
certain districts to the Dallas, Cincinnati, and
Philadelphia regions. The new lineup of States in
the affected regions is—

(a) Chicago Region—Illinois, Iowa, Minnesota,
Missouri, Nebraska, North Dakota, South Dakota,
and Wisconsin;

(b) Cincinnati Region—Indiana, Kentucky,
Michigan, Ohio, and West Virginia;

(c) Dallas Region—Arkansas, Colorado, Kansas,
Louisiana, New Mexico, Oklahoma, Texas, and
Wyoming;

(d) Philadelphia Region—Delaware, Maryland,

" New Jersey, Pennsylvania, Virginia, and the

District of Columbia.

(2) Reduction in the number of districts from 62
to 58. This was accomplished by merging the
Camden District into the Newark District, the
Syracuse District into the Buffalo District, and the
Kansas City District into the St. Louis District;
and dividing the Scranton District between the
Philadelphia and Pittsburgh districts.

When fully implemented the realignment of field
offices is expected to yield recurring annual savings
of approximately $3.5 million with no decrease in
taxpayer services or overall effectiveness.

In addition, a program was initiated to reduce
overhead supervisory and administrative costs in
the districts—particularly the smaller districts—
to minimum operating requirements. Under this
program, each division or branch chief vacancy in
a district office is to be examined for the essentiality
of the position before it is filled.

Cathode Ray Tube Equipment.—A contract was
awarded for procurement of an electronic microfilm
printer and 75 associated high speed film viewers.
By use of this equipment filmed registers and
directories will be substituted for mechanically
printed lists. Eventual savings are estimated at
$600,000 per annum, $520,000 of which will be
saved on equipment and supplies, when fully
implemented.

Variable Key Punching of Data from Individual
Returns.—A method of key punching tax data on
a variable basis, as opposed to a “fixed field”
technique, resulted in an estimated $250,000 savings
to date. By 1967 it is anticipated that annual
recurring savings of $1 million will accrue by use
of this new method which utilizes the principle of

707-181 0—63—-5

punching only data reported by the taxpayer that
is needed for processing purposes.

Streamlined Training Programs.—The Service con-
tinued to take a critical look at training programs
with a view toward refining and improving them
without diminishing their quality. As a result,
numerous courses have been shortened to the
extent that approximately $1.9 million will be
diverted to productive enforcement activities each
year.

Use of Technical Aids in Investigative Work.—
A study was initiated to determine the use and
value of technical aids such as portable photo-
copiers, tape recorders, microfilm readers and
printers, portable microfilmers, handie talkies,
and cameras. The study indicated that the
Service is making extensive use of these aids
thereby saving at least $688,000 annually. As a
further benefit, technical aids in the investigation
of cases assisted in securing evidence which other-
wise would not have been obtainable.

Reports Program~—A  continuing review of re-
porting requirements to insure quality reports at
the least possible cost resulted in redirecting
manpower worth §1.4 million from the preparation
and use of reports to other operations. Changes
in reporting ranged from modification of record
cards to major revisions in some areas of the
Service’s reporting system.

The Reports Program is designed to take full
advantage of mechanized and electronic systems,
while keeping in mind that some types of re-
porting are more adaptable to manual processes.

Intangible Savings—Many management improve-
ment actions not readily adaptable to measurement
of exact monetary savings nevertheless release sub-
stantial manpower and other resources for use in
more critical areas. Noteworthy examples are
the work planning and control systems in account-
ing, returns processing, delinquent accounts, and
delinquent returns activities. These systems in-
clude a step-by-step listing of each operation,
periodic evaluation of the various steps, assignment
of priorities to phases of work, and allocation of
manpower to meet the priorities. The constant
review of these systems and subsequent improve-
ments have led to standardized work achievements
in all districts and regions and the channeling of
available manpower to tasks of the highest priority.

A new program, known as the National Office
Review Program, involves a shift in emphasis
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from ‘‘mass” team visits to field offices, to visits by
a small group of top officials. In addition to im-
proving management review and control of field
operations, this new program is expected to result
in substantial savings in manpower and travel
funds, and will eliminate several lengthy, formal
reports.

There has been an increased use of mass commu-
nications media to inform taxpayers of tax laws
and regulations and to create confidence in the
voluntary compliance system. Although difficult
to measure, there is no doubt that this increased
dissemination of information has led to increased
voluntary compliance.

Disposition of Savings.—Savings resulting from
management improvement projects, both tangible
and intangible, are channeled into work areas
where the application of additional manpower
serves to strengthen the enforcement effort, reduce
backlogs, and improve taxpayer service.

PERSONNEL

The personnel administration program was
highlighted by efforts to improve manpower utiliza-
tion and maintain the high level of employee
morale. Significant changes and innovations were
made in the incentive awards program, and con-
tinued progress was made in ADP redeploy-
ment, the summer student program, and employee-
management relations.

Automatic Data Processing Staffing and Redeploy-
ment.—Considerable progress was made in the
redeployment of employees affected by the con-
version to automatic™ data processing. To date,
2,500 employees have been redeployed successfully
out of an estimated 5,500 who will eventually be
redeployed as a result of the installation of the ADP
system. Of particular interest was the significant
advance made in staffing the first regional data
processing service center in Atlanta, which now
has 754 permanent employees. Part-time em-
ployees reached a peak of 954 in February.

The Labor Department’s Bureau of Labor
Statistics completed a study of the “Impact of
Office Automation in the Internal Revenue Serv-
ice.” The report describes in detail the initial
stages of conversion to ADP, and comments
favorably on the Service’s redeployment program.
It will be published later this year.

Attitude Survey.—An attitude survey, similar to
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one which proved successful in the Philadelphia
District as a tool for highlighting areas requiring
management attention, was conducted in the
Milwaukee District. The survey showed that
employees generally had a strong dedication to the
mission of the Service and were satisfied with their
work. It also spotlighted certain weaknesses in
the promotion program and in first-line supervision.
Actions have been initiated to deal with areas
requiring further attention. Plans have been
made for extension of the survey program to other
offices.

Recruitment —Emphasis continued in recruiting at
colleges and universities for entrance-level profes-
sional positions. Recruiting brochures were mailed
directly to about 60,000 students, in addition to
those distributed by district and regional offices.
These pampbhlets describe the benefits and oppor-
tunities of a career in the Internal Revenue Service.

An earlier suggestion that district directors en-
courage schools to call on them for speakers before
student groups and classes was reemphasized as a
public service as well as a recruitment device.

The number of employees at the close of the year
and the man-years realized are shown in the
following table:

Personnel summary

Man-years Number on rolls

Location and type realized at close of year

1963 1962 1963 1962

Service, total.... 59,711 [ 56,481 [ 59,485 | 56,510
Permanen! 56,403 | 53,373 | 56,374 | 53,928
Temporary _ 3,308 i 3,108 ) 3,112 2

65T | 13,801 | 3,51 | 3,357
56,054 | 53,080 | 55,925 | 63,153
75,855 | 15,323 | 15,468 | 14,545
10,022 | 9143 110,263 | 9448
6,321 | 5.804 | 6,374 | 5,861
3,701 { 3.339 | 3889 |_ 3,587
19,775 | 18,599 | 19,843 | 18,947
12,469 | 11,859 | 12,442 | 11,982

3,128 [ 3,052 1 3.067 3,028
4,178 | 3,688-| 4,334 | 4,017

Nationa! Office.._.
Field service, lotal 2_

Data processing, total_
Collgction, tataf ..

Ravenue officers.
Other.

Inlelligence, total. .

Special agents.
Other.._....

Alcoho) and tobaceo tax, total.
Investigator:

n.
Regional Coun:
Regional inspecti

1 Includes terminz| {eave man-years for entire Service.
¥ Incjudes Office of Internationat Operations. N
# Includes overseas employees hired locally (4 in 1963 and 3 in 1962).

MANAGEMENT ACTIVITIES

Civil Service Commission Program Review.—The
Civil Service Commission" in its coordinated
nationwide review of personnel management in
the Internal Revenue Service, found that the
Service’s recruitment, ADP redeployment, program
review and evaluation, and career planning
and systematic employee development programs
were noteworthy. It recommended classification
changes in only 0.4 percent of the positions, com-
pared with a governmentwide rate of 4.0 percent.
Of special note was the Commission’s overall
summary that ‘. personnel management is
woven into the total management fabric of the
Internal Revenué Service to a remarkable degree,
and it is characterized by a professional approach
on the part of the responsible managers.”

Executive Selection and Development Program.~The
Service continued its well-established Executive
Selection and Development Program as the
source of appointments to all positions of assistant
district director and assistant service center
director. During the annual selection process,
424 qualified persons from the Service, as well as a
number of managers from other agencies, were
considered. Of these 10 were selected to partici-
pate in the program.

Summer Student Assistant Program.—The summer
student program which proved successful last year
was expanded this year to provide for increased
participation in field offices. On the basis of
faculty recommendations and scholastic records,
60 law and undergraduate students were selected
to work in the National Office and over 100 in
field offices.

Employee-Management Relations.—Primary empha-
sis was placed on strengthened employee-manage-
ment relations, including relationships with or-
ganized employee groups. This program consist-
ed, in part, in setting up an election process for
handling requests for exclusive recognition from
organized employee groups, and issuing a pamphlet
for all employees explaining the features of the
program. Also issued, and later refined, was the
Service’s policy and procedure to ensure an
affirmative approach in dealing and consulting
with organized employee groups. Under the
established election process, elections have been
held in 31 Internal Revenue Service offices.
Through open elections, 29 chapters of the National
Association of Internal Revenue Employees won

the right to exclusively represent 146 units, made
up of 13,038 employees in the 31 offices.

A department-wide training course for hearing
officers was developed to insure that employee
appeals of adverse action would be handled in
accordance with new procedures prescribed by the
President and the Civil Service Commission.

To give officials more personnel management
responsibilities, Assistant Commissioners have been
delegated authority to take final action in adverse
action cases involving employees under their
jurisdiction and to approve outstanding perform-
ance ratings.

Incentive Awards Program.—A major accomplish-
ment was realized this year in strengthening
administration of the Incentive Awards program.
Approval of awards with_ intangible benefits, to-
gether with authority to take final action, was
delegated to the lowest practicable level. Sug-
gestions and award recommendations are now
reviewed through functional, rather than adminis-
trative, channels. In addition, processing pro-
cedures were simplified and reporting require-
ments reduced. Another development was the
establishment of the Commissioner’s Award—the
Service’s first exclusive honor award.

Equal Employment Opportunity Program —The Serv-
ice has continued its emphasis on appointing and
promoting qualified minority people to high level
positions. In the South the number of Negro
employees in professional and technical positions
increased from 11 to 22. Albuquerque, Austin,
Litde Rock, Oklahoma City, Birmingham, Colum-
bia, Jackson, and Jacksonville, have now been
added to the list of offices that have Negroes in
revenue agent, revenue officer, and tax technician
positions.

Recruitment trips to predominantly minority
group schools have succeeded in arousing interest
in employment opportunities and have brought to
the attention of school officials the Service’s occupa-
tional requirements so that they may alter their
curriculum to better qualify their graduates.

TRAINING

A new Law (Public Law 87-870) provides that
representatives of local, State, and foreign gov-
ernments may participate in Internal Revenue
Service training courses. With the assistance of the
National Association of Tax Administrators ex-
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plorations were begun to determine to what extent
and on what basis the Service can assist State
governments in meeting their tax enforcement
training needs.

A “Tax Administration Orientation for Foreign
Tax Officials” program was launched to make
official visits of foreign tax officials more mean-
ingful and helpful. The program developed by
the Foreign Tax Assistance Staff and the Training
Division, includes presentations by the Com-
missioner and other top officials. Approximately
50 foreign tax officials from 25 nations participated
during the year.

Plans for establishing experimental training
centers were initiated by setting aside funds for
installation of the first regional training center in
the San Francisco Region in 1964, Establish-
ment of an experimental national training center
awaits only the selection and availability of an
appropriate site.

The Commissioner’s Committee, set up in 1962
to survey training needs in the collection en-
forcement area, completed its study and sub-
mitted a report proposing a comprehensive career
training plan. Action was immediately begun
to implement the Committee’s recommendations.

Courses were planned or developed to train
(1) alcohol and tobacco tax special investigators in
laws, regulations, techniques, and procedures,
(2) office audit group supervisors in functional
management techniques, (3) audit personnel in re-
vised standards and procedures used for deter-
mining depreciation for tax purposes, and (4) key
punch supervisors in their management problems,
and certain administrative personnel in specialized
fields. Other new programs were launched (1) to
familiarize collection personnel with the impact of
automatic data processing on that activity, (2) to
train special agents assigned to the Organized
Crime Drive, (3) to train internal auditors in the
effects of automatic data processing on their work,
and (4) to train audit specialists in the examination
of exempt organizations.

The 3 basic accounting correspondence courses
(fundamental, constructive, and corporation) were
converted to machine scoring to expedite the return
of graded papers to the students and to accommo-
date the increased number of enrollments resulting
from automatic data processing redeployment.

In June 1963, a committee of 4 distinguished
training consultants, appointed by the Secretary of
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the-Treasury to review the total training effort of
the Service, submitted its report. It described the
program as a whole as “very commendable,” and
made a number of recommendations for further
improvements.

FACILITIES MANAGEMENT

Space—Most regional and district offices are now
in, or have firm commitments for, good space.
Many of those offices having firm commitments for
new space will move next fiscal year; others are
awaiting the completion of new Federal office
buildings and will move during the next 2 or 3
years. This progress is particularly gratifying and
significant in retrospect. Approximately 2 years
ago comparatively few Service offices were properly
housed.

Additional space was obtained for 209 offices to
relieve crowded conditions and accommodate staff
expansion. The following offices were moved into
new or modernized buildings: Birmingham,
Toledo, Burlington, Hartford, Parkersburg, Phil-
adelphia, and Jacksonville.

A significant accomplishment was the beginning
of construction of a 21.story, 374,000 square foot
leased building for the Manhattan District. The
problem of proper housing for some 3,000 em-
ployees in Manhattan has been pressing for several
years. Construction has proceeded rapidly and the
building is expected to be ready for occupancy by
November 1, 1963,

Progress is also being made toward correcting
acute space problems of the offices in Chicago,
Wilmington, Miami, Brooklyn, Cincinnati, Denver,
San Francisco, Seattle, Dallas, Hollywood, and
Aberdeen.

Construction was started on the regional service
center buildings in Austin and Philadelphia. Each
building, containing over 200,000 square feet of
floor area designed for automatic data processing
operations, will be ready for occupancy in early
fiscal year 1964. Negotiations with the General
Services Administration are nearing completion
for the major renovation of an existing Government-
owned building in Kansas City, Missouri, which
will house the Chicago Regional Service Center.
The GSA has requested Congressional approval to
construct Federally-owned buildings for the Boston
and Cincinnati regional service centers and the
National Service Center to be located in Detroit.

MODERN OFFICE BUILDINGS
PROVIDE MORE EFFICIENT
FACILITIES -FOR

INTERNAL REVENUE SERVICE
FIELD OFFICES

Internal Revenue Service Building
Birmingham, Ala.
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Working cooperatively with the GSA, the Service
is revising and expanding its Space Occupancy
Guide, to cover local and branch offices as well as
regional and district offices. This publication,
when reissued in fiscal year 1964, will also reflect
significant changes in partitioning requirements
for revenue agents and officers, office auditors,
and special agents. The new bank-type partition
cubicle concept, which has been adopted by the
Service, will provide work privacy for a large
number of technical employees as well as interview
privacy for taxpayers.

Records and Paperwork.—This year’s records and
paperwork management activities were directed
toward keeping abreast of the steadily increasing
accumulation of tax returns, related working
papers, and other documentary materials received
and produced by increased returns processing and
revenue enforcement workloads. More than
252,950 cubic feet of records were retired or
destroyed, thus making available for reuse urgently
needed space and equipment valued at more than
$1 million. Because of this continuing emphasis
on records disposition and vigorous controls applied
to the creation of official records, there was a net
increase of less than 1 percent in total records
holdings, even though almost a million more tax
returns were filed and records produced by IRS
reached an all-time high with the installation of
additional phases of the automatic data processing
system. Records holdings and dispositions are
shown in the following table:

R ds holdings and di
Volume of records
(cubic feet)
Status
1963 1962

In Internal Revenue Service custody, beginning of year___| 578,618 601, 251

Disposed of, tota). 252,952 229,336
Destroyed 107, 301 100, 356
Retirad to Federal Records Center..._..___..__.__. 125,651 129, 040

In Internal Revenue Service custody, end of year .. _..._ 583,687 579,618

Continued attention was given to the develop-
ment and standardization of needed forms and
form letters and the climination of unnecessary
ones. As a result, local forms and form letters have
been completély eliminated in 18 district offices;
district prescribed forms decreased by 7.0 percent,
and regional standardized forms decreased by 0.9
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percent; however, service center prescribed forms
and National Office prescribed forms increased
25.0 percent and 9.0 percent, respectively. The
Service-wide net increase of 3.5 percent in the
forms inventory is directly attributable to the con-
version to data processing and increased emphasis
on taxpayer compliance.

The Internal Revenue Service Envelope Hand-
book, a first in the Federal Government, is receiv-
ing favorable comments by users throughout the
Service as a valuable timesaving reference. This
publication identifies and illustrates all Service
standardized envelopes; specifies the form, form
letter, correspondence, or document to be mailed
in each envelope; designates usage points and lists
sources of supply. Its development has eliminated
many proximate sizes formerly used and has per-
mitted centralized contracting for the standardized
envelope sizes.

FISCAL MANAGEMENT

The Internal Revenue Service appropriation for
1963 amounted to $503.1 million, consisting of an
initial appropriation of $486.0 million and a
supplemental appropriation of $17.1 million. The
supplement covered the major portion of the cost
of the pay increase authorized by Congress in
Public Law 87-793, about $1.4 million of which
was absorbed by the Service. The Service also
absorbed the added cost of postal rate increases,
estimated at $400,000, authorized by Public Law
87793,

The total amount appropriated was $51.1 million
more than the 1962 appropriation. After current
staff maintenance cost increases were provided for,
the remaining funds were sufficient to finance only
a portion of the planned increase scheduled for
1963 in the Service’s Long-Range Plan.  Provision
was made in the Financial Plan for continuing the
conversion of returns processing to the Master
File ADP system (including activation of regional
service centers at Cincinnati and Austin); for part
of the initial requirements of the Taxpayer Com-
pliance Measurement Program; and for some in-
crease in enforcement and related staffs to keep up
with the growing taxpayer population and work-
load.

Total obligations in 1963 amounted to $501.7
million (including $0.9 million actual transfer to
General Services Administration) compared with

Collection of revenue
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OBLIGATIONS BY ACTIVITY

Tax fraud and special investigations
5.3 cents

Alcohol and tobacco tax
regulatory work 6.4 cents

Taxpayer conferences
and appeals 3.4 cents

Al} other= 7.9 cents

*[nalud hniral nl |

rulings, t ing, and special techni
services, 1.6; legal services, 2.5; Inspection, 1.6; sta-
tistical reporting, 0.9; executive direction, 1.3.

OBLIGATIONS BY OBJECT OF EXPENDITURE

Salaries 88.0 cents

All other 8.6 cents
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total obligations of $451.2 million in 1962 (in-
cluding $1.1 million actual transfer to GSA). This
is an increase of $50.5 million in actual obligations.
Man-years realized totaled 59,711 compared with
56,481 in 1962, This is an increase of 3,230 in
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man-years actually realized. Table 27 on page 102
shows obligations by object of expenditure and by
location. The distribution of expenditures by
activity in fiscal year 1963 is shown in the following
table:

Obligations incurred by the Intemal Revenue Service

[In thousands of dollars}

Total Personnel compensation Other
and benefits
Activity
1963 1962 1983 1962 1963 1862
Total 500, 804 450, 080 440, 542 396, 853 60, 262 83,227
I ph ial technical services. ... ooooooo | 7,836 7,085 6,411 1
gg“:&’m:’:n’u? Fianing. and speclal techn 200, 901 179,812 170,153 153,529 30,748 2,3
Audit of tax rltums 184,867 165, 631 171,429 152,921 13,438 12,710
i B gl e e MR G
I 1 k. 3 , 3 3 3 )
:lcxﬂ':lal .Vnd mh”m by '“" o Drsy " 17,101 15,677 16,087 4,504 1,014 77
Lelll services. 12,713 11,751 11,678 10,824 1,035 7
Inspaction. z, ;go g, ﬁg g, ggé Eard 1, 322 1,166
tistical reporth g 3 3 3 3
gl‘(‘.l:l:l'lsaa d’imlin? 6,600 , 044 5,286 4,665 1,304 1,379

Detailed studies were made of 2 significant
budgetary programs of the Service. The first
study was to determine whether present practices
concerning per diem and related costs for employees
in recruit training programs are in the best inter-
ests of the Government and are reasonable and
equitable from the standpoint of new employees,
or whether need exists for modification of present
practices. The payment of per diem and related
travel expenses 10 recruit trainees constitutes a
sizable budgetary item; particularly during the
Final decisions on the
recommendations resulting from the study will be
effected next year.

The second study had the objective of deter-
mining whether improvements could be made in
the methods of estimating, budgeting, controlling,
and reporting grade structure changes. This
annual program, including advancement of trainees

period of staff expansion.

- to the journeyman level, requires a substantial

budgetary outlay. As a result of the study, a
number of changes will be made in 1964 which
will provide a more effective and uniform control
to insure that an equitable structure, as funded by
Congress, will be maintained.
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INSPECTION ACTIVITIES

The Inspection activity provides for an independ-

. ent review and appraisal of the effectiveness and
efficiency of Service operations through its internal -

audit function, as well as an internal security
program to assure maintenance of the highest
standards of employee integrity.

Inspection was founded as an independent
activity to assist top mangement with the problem
of internal control by gathering and reporting facts
pertaining to offices and individuals. Often these
reported facts form the basis upon which manage-
ment takes action to improve operations and the
integrity of the Service.

Internal Audit.—An annual independent review
and appraisal of Service operations as a protective
and constructive service to the Commissioner and
all other levels of management is carried out
through the internal audit program. All field
organizations and activities are covered by internal
audit to determine whether policies, practices,
procedures, and controls adequately protect the
revenue and are being efficiently and effectively
carried out. The expansion of the automatic data
processing activity to the present National Com-

MANAGEMENT ACTIVITIES

puter Center and 5 service centers, which utilize
high-speed electronic computers and related pe-
ripheral equipment, has incréased the internal
audit responsibilities of Inspection. Emphasis in
Internal Audit is placed on examination of the
Service functions which are most closely connected
with collection of the revenues and enforcement
of the tax laws, and on coordination with Internal
Security to carry out the integrity program of the
Service.

During the year 355 internal audit reports were
issued, compared with 303 in 1962. The increase
was caused primarily by the separate reporting on
audits of the Organized Crime Drive functions of
the Intelligence activities.

In addition, Internal Audit carried out a number
of special assignments, including participation in
the annual audit of the Treasury Department’s
Exchange Stabilization Fund, and provided follow-
up assistance to the Tax Division of the Virgin
Islands Department of Finance, which was re-
organized as a result of the comprehensive survey
completed in 1962.

Internal Security —Successful administration of the
voluntary self-assessment system of taxation depends
a great deal on integrity of taxpayers and their
representatives as well as integrity and impartiality

..among officials and employees of the Service.

The Service continued the vigorous efforts started
the previous year to promote understanding among
its employees, taxpayers, and practitioners re;
garding the importance of integrity and the need
to expose corruption wherever discovered.

Forty-six cases of actual or suspected bribery by
taxpayers or their representatives were reported
by Service employees to Inspection. Investigations
resulted in indictments of 10 taxpayers or their
representatives, and additional prosecutions are
contemplated in a number of pending cases. This
makes a total of 20 persons indicted for attempting
to bribe Internal Revenue employees during the
past 2 years. To date 15 have been convicted.

Investigations completed during the year totaled
10,011, which was 11.8 percent more than in the
preceding fiscal year. This is the highest number
completed in the 11-year history of Inspection. In
addition, police checks were made on 3,413 em-
ployees given short-term temporary appointments.

A tabulation of the various types of investigations
and disciplinary actions follows:

\ igations and discipli

y actions

Type of invastigation and action 1963 1862

Total i igations closed. 10,011 8,956

Personne! investigations

Number of cases closed, total..__ 8,626 270
Character and sacurity investigations. 5,036 5,017
Conduct investigati m 665
Special inquiries. 2,819 2,019

Actions taken by Service management officials 25 a resull of

personnel investigations
y actions, total 848 639
totat | n 215
Bribery, !llurlion, I')' collusion 16 §
roperty. n 15
Fnluvu af employea to pay proper tax........__.____ 17 15
Fnlsmulmn or distortion of Govemmanl reports,
89 [
vlmulhnnznu outside activity. 1 g
ailure to discharge duties p 9 14
efusal to :nopnva(a._ 13 [eeeeies
1 2
| tees or gratuities. 4
Personal and ather misconduct 9% L)
Suspensians from duty and pay. 42 N
warniags,
. 535 330
y actions. 7,778 7,082
Other investigations

Number of cases closed, total. ........ooeenemnnnenennnn. 1,385 1,25

Anghc:hnns for admission to practice before the Internal
avenue Service. 636 847
Charges uamsi umolleus nz 98
Federal tort claim: 168 1583
Attempted bnbery - 47 19
3
investigations for other Treasury bureaus____ 415 335

! Includes
under mveshgalmn or heloye ldmmushahvs ducns\on was mlde on dlsmplmuy
action where disclosed

ENROLLMENT OF PRACTITIONERS AND
DISCIPLINARY ACTIONS

General—The Office of Director of Practice con-
tinued its program of revitalization, which re-
sulted in various changes in regulations governing
practice, a modification of the Special Enroliment
Program, and increased vigilance with respect to
the ethics of all types of practitioners.

Amendments to Treasury Department Circular 230
(Revised 7958).—In order to conform the eligibility
requirements for practice, as set forth in 31 CFR
Part 10 (Circular 230), more closely with the
various State rules governing qualification for
the practice of law and accounting, amendments
were made to Sections 10.3(d) (1) and (2); 10.4(d);
10.29; and 10.51(b)(28). Two basic changes
were effected: (1) Attorneys and certified public
accountants are no longer subject to the require-
ment that they be engaged in the active practice
of their respective professions; and (2) the former
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ineligibility of persons who are full-time employees
of corporations, or of individuals or partnerships
not engaged in the practice of law or accounting,
was eliminated. In addition, the amendments
clarified the provision in Circular 230 which re-
Iates to solicitation of practice in any unethical or
unprofessional manner.

Enroliment and disciplinary cases

Type of cases 1963 1962
Enrollment applications:
™" Rproved, toal 67| 560
Attorneys. 3,734 3,021
Agonts. 13048 | 22582
Withdrawn or sbandoned:
Attorneys, g ....... :
Agents.
Denied :
Attarneys. 1 4
Agents, L C—
Renewal of cards, total 10,548 | 22,838
Attornays. 5,587 | 89 564
Agents. 5,361 | 13,274
y actions, total 19 28
Resignatians accepted:
Attoraeys. 2 4
Agents. 1 12
Suspensions:
Attorneys. 1 1
Agents 3 i
Reprimands:
Attorneys. 1 1
Agent 1 6
Cases under investigation as of June 30, total 15% m
Applicant attorneys.. 21
Abblicant agents.. 2 JERL
Enrollee attorneys.
Envolles agents.. Bl e
Cases under review as of June 30, total a7 82
Applicant attorneys. - 27
Abblicant agants.. g } 1w
Enrolles attorneys. . ... e
Env:n:: agents. Y 96 } 355

1 tncludes 2,516 CPAs, 75 former IRS employees, and 457 Special Enroliment
Examination candidates. .

1 Includes 1,971 CPAs, 141 former IRS emloyses, and 470 Special Enroliment
Examination candidates.

3 For 1962, there is no hreakdown between atiorneys and agents.

Special Enrollment Examination Program~—The an-
nual cost to the Treasury Department of enrolling
persons to practice before the Internal Revenue
Service by means of the Special Enroliment Exam-
ination in recent years has been more than double
the receipts obtained from examination candidates.
By statutory enactment, Congress has decreed
that programs of this nature shall be self-sustaining,

insofar as possible, and that the fees charged shall -

be fair and equitable in relation to the costs
involved and interests served.

After careful analysis, it was determined that an
examination fee of $25 is an equitable charge to
candidates who take the Special Enrollment
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Examination, authorized by Section 10.3(e) of
Circular 230. Public announcement of this deter-
mination was made on April 17, 1963, and the $25
fee is applicable to candidates who take the
examination to be held in September 1963.

This year, 457 persons were enrolled as a result
of the Special Enrollment Examination, compared
to 470 in 1962.

Renewal of Enroliment Cards.—The year showed a
normal decrease in the total of renewed enrollment
cards from 1962, which was the second peak year
of the cycle established 10 years earlier for periodic
renewal of enrollment cards at 5.year intervals.
Of those who enrolled or who renewed their cards
in 1958, there were approximately 3,200 who did
not renew in 1963.

Approved Enrollment Applications.—Original appli-
cations for enrollment approved this year total
6,782, and exceed last year’s total by more than
1,000, as shown in the table. At the end of
the year approximately 73,500 persons were en-
rolled to practice before the Service, an increase
of approximately 3,500 over the previous year’s
total.

Derogatory Information Cases.—After complete proc-
essing and closing of 223 derogatory information
cases, the Office had pending 237 cases at the end
of the year, or approximately three times the num-
ber of cases pending at the end of the preceding
year. This increase is, again, an indication of
continuing awareness of what is expected of the
tax practitioner, and of the vigilance being exerted
to properly regulate practice, especially with
respect to the ethical behavior of practitioners.

Repr ion by Former Empl, —Enactment of
Public Law 87-849, the so-called Conflicts of
Interest Statute, effective January 21, 1963, and
coded Title 18, U.S.C., 201-218, has made neces-
sary certain changes in Treasury Department
Circular 230, as it reldtes to practice before the
Internal Revenue Service in particular matters
by former officers and employees of the Service.

Pending issuance of amended regulations and
pursuant to the provisions of the new law, a proce-
dure was devised whereby a “declaration” is
required to be filed by the former officer or em-
ployee, indicating (1) whether he ever participated
personally and substantially in the matter at
hand; and (2) whether the case was under his
personal consideration within one year prior to the
termination of his Service employment. After

MANAGEMENT ACTIVITIES

investigation of the declaration, the former em-
ployee is no longer given or refused a “consent”
to appear in the matter, but instead is advised
whether or not any information in the Service
indicates that his representation of the taxpayer
might be violative of the new statute.

This temporary procedure has been of consider-
able value in maintaining a normal work-flow
in this particular type of case, without detriment
to the practitioner in the form of undue time-lags
while steps required to revise Form 901 and to
amend Circular 230 are in process.

Unenrolled Preparers—Unenrolled preparers of
tax returns—those preparers who, under limited
circumstances, may represent their clients before
revenue agents and office auditors without enroll-
ment—have evidenced an increased awareness of
the ethical conduct required of them. Persons ex-
ercising this limited privilege of practice are re-
quired to maintain the same level of compliance
to ethical standards as that required of enrolled
practitioners.

Authority to deny the privilege of limited prac-
tice to such individuals not so deporting themselves
is vested in the various district directors, with the
right of appeal to the Director of Practice. Ad-
herence to a system of cooperative exchange of in-
formation between the district offices and the Office
of Director of Practice has served to curb abuses in
this area, and to increase compliance with, and
regulate activity under, the rules governing activ-
ities of unenrolled preparers of tax returns.

ADVISORY GROUP

In keeping with the practice of periodically
changing the membership, the Commissioner
appointed a new Advisory Group in November
1962. .The Group—whose purpose is to provide
constructive criticism of Service policies, pro-
cedures, and programs and suggest ways in which
the Service can improve its operations—met 3
times during the year: December 19-20, 1962,
March 14-16, 1963, and June 6-8, 1963. The
members of this Group are as follows:

Walter Blum Eugene J. Patton
University of Chicago Peat, Marwick, Mitchell
Chicago, IIL. Company

New York, N.Y,
Marvin K. Collie
Vinson, Elkins, Weems & Mark E. Richardson
Searls . Lybrand, Ross Bros. and
Houston, Tex. Montgomery
New York, N.Y.
Louis Eisenstcin
Arnold, Fortas & Porter
Washington, D.C.

Wilbur J. Schrancr
Van Nuys, Calif.

Louis Schreiber

Richard B'. Goode . E.I. du Pont de Nemours &
The Brookings Institution Go

Washington, D.C. Wiln;ington, Del.

W. Croft Jennings Heary L. Shepherd

Roberts, . Jennings, Thomas Shepherd, Murtha &
and Lumpkin Merritt

Columbia, S8.C. Hartford, Conn.

Hover T. Lentz James F. Thornburg

Dawson, Nagel, Sherman, Oare, Thornburg, McGill
& Howard & Deahl

Denver, Colo. South Bend, Ind.
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Taxpayer Publications

Tax Forms—
New and Revised

Regulations
Executive Orders

Revenue Rulings
and Procedures

Announcements of
General Interest

Technical Information
Releases

Supreme Court Decisions
Actions of Lower Courts

Statistics of
Income Releases
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TAXPAYER PUBLICATIONS

Your Federal Income Tax, IRS Publication No. 17,
is written for individual taxpayers. A new style of
type, which allows more letters per line but does not
detract from readability, was adopted for the 1963
edition in order to include latest changes in law,
regulations, etc. without increasing the size of the
booklet. In addition to covering in detail the run-
of-the-mill problems of the average taxpayer, the
1963 edition furnished simplified explanations of
the more complex problems which the average
taxpayer may encounter and brief explanations of
some new provisions of the laws. A filled-in sample
of the individual return appears in the front of the
book. All parts of the return are keyed to page
numbers in the booklet where detailed explanations
and examples can be found. The 1963 edition
contains 144 pages and sold for 40 cents a copy by
the Government Printing Office and local Internal
Revenue offices. This book ranks among the best
sellers of Government publications. Approxi-
mately 865,000 copies were sold this year, represent-
ing an increase of about 165,000 copies over last
vear. In addition, 90,000 copies were used in the
Teaching Taxes Program, the Taxpayer Assistance
Program, and in various training programs.

Tax Guide for Small Business, IRS Publication No.
334, is written especially for sole proprietorships,
partnerships, and corporations. This booklet, like
Your Federal Income Tax, is 4n important segment
of the Commissioner’s program for more effective
taxpayer assistance and education. Income, excise,
and employment taxes are explained and numerous
examples arc used to illustrate the application of
the laws. A check list, of particular interest to
new businessmen, shows, at a glance, the taxes for
which different kinds of business organizations and
business activities may be liable and what the busi-
ness should do about them. A tax calendar for
1963 is also provided to assist businessmen in
keeping track of when various actions should be
taken during the year with respect to all their
Federal taxes. As in the case of Yowr Federal
Income Tax, a new style of type which allows more
letters per line but does not detract from readability
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was adopted for the 1963 edition in order to include
the latest changes in law, regulations, etc., without
increasing the size of the booklet. Brief explana-
tions of new laws taking effect during the current
year, were included in this edition, so that the
businessmen could make necessary preparations for
filing their 1963 returns. The booklet contains 144
pagesand issold for 40 centsa copy by the Government
Printing Office and local Internal Revenue offices.
This year over 275,000 copies were sold and 40,000
copies were used by the Service.

Farmer's Tax Guide, IRS Publication No. 225,

-explains the tax problems of farmers. This booklet

features a tax calendar devised especially for
farmers, to help them keep track of their tax obliga-
tions throughout the year. The booklet discusses
income, employment, and self-employment taxes
and contains numercus examples illustrating the
rules. It contains 64 pages, and 1,250,000 copies
were distributed through Internal Revenue offices
and agricultural extension agents of the Department
of Agriculture.

Tax Guide for U.S. Citizens Abroad, IRS Publica-
tion No. 54, a 3]1-page pamphlet written especially
for U.S. citizens residing or working abroad,
explains their obligations under the Internal
Revenue laws. It tells the conditions under which
income earned abroad may be exempt from taxa-
tion, the requirements for filing Federal income tax
returns, and methods of determining whether
earned income is wholly or partially exempt from
tax. U.S. consulates, embassies, and Office of
International Operations distributed ~ approxi-
mately 76,000 copies.

U.S. Tax Guide for Aliens, IRS Publication No.
433 (also known as Information Guide No. 9) is a
23-page pamphlet which explains the U.S. tax
provisions applicable to both resident and non-
resident aliens. It contains a general discussion
of the provisions of the U.S. tax treaties and the
basis for determining whether or not an alien is
engaged in trade or business in the United States.
Approximately 32,000 copies were sent for free
distribution to U.S. embassies, consulates, and district
offices.
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Tax Return Filing Requirements for U.S. Citizens
Abroad, IRS Document 5357, a 6-page pamphlet
outlining briefly the requirements for filing tax
returns by U.S. citizens abroad, was published
for distribution to U.S. citizens through U.S.
consulates and embassies abroad.

Information Guides—International Operations

No. 1—Fulbright Grants and U.S. Income Tax

No. 2-~Income Tax Deductions of Members
of the Foreign Service Department
of State

No. 3—Dual-Status Tax Years of Alien Tax-
payers (Formerly known as Change
of Status Year for Nonresident Alien
Taxpayers)

No. 4—Claims for Recovery of Manufacturer’s
Excise Tax on Exported Articles

No. 5—Social Security Coverage for Clergy-
men and Religious Workers Abroad

No. 6—Preparation of Form 1040B

No. 7—Tax Advice for Foreign Scholars and
Visitors on Official Educational and
Cultural Exchange Programs (For-
merly known as Foreign Scholars and
U.S. Income Tax)

No. 9—U.S. Tax Guide for Aliens (Described
above as IRS Publication No. 433)

Motor Fuel Tax Pamphlets explain- the latest rules
in regard to the various Federal motor fuel taxes.
There are 3 such pamphlets:

Federal Use Tax on Highway Motor Vehicles, IRS
Publication No. 349

Federal Gasoline Tax Refund for Nonhighway and
Transit Use, IRS Publication No. 378

Farmer's Gasoline Tax Refund, IRS Publication
No, 308

Teaching Taxes, IRS Publications Nos. 19, 21, 22,
and 27, is a program to acquaint high school and
college students, and others with the basic principles
and rules underlying the Federal self-assessment
system of taxation. Over 2,250 thousand students
participated in the program last year.

Decedents, IRS Document No. 5446, is a new
4-page pamphlet which has been added to other
free taxpayer assistance material available to the
public. Published for the benefit of surviving
widows, widowers, and others charged with the
responsibility of handling the affairs of the deceased,
the pamphlet provides information needed for filing
the final return of the decedent. It explains when
and by whom the final return must be filed and
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what income must be included. It also discusses
the taxability of income received by a survivor in
respect of a decedent, and explains how to deter-
mine the basis of inherited property..

Investment Income ond Expenses, IRS Document No.
5448, is a new free pampbhlet for the assistance of
taxpayers. This 24-page document brings together
all of the information needed by an individual
whose income is derived from stocks, bonds, or other
investment property. Included are discussions of
fully taxable, partially taxable, and tax exempt
interest; dividends and the dividends exclusion and
credit; gains and losses on sales of investment
property; the basis of the property; the special
treatment afforded investors in small business in-
vestment company stock; the tax treatment of
investment clubs; and the deductibility of expenses
incurred in connection with investment property.

Miscellaneous Taxpayer Assistance Documents

Document No.
Personal Excemptions and Dependents. , .. ........ 5013
Employee Expenses, Educational Expenses. . 5014
SickPay.................... o0l .. 5016
Selling Your Home. .. ..... 5017
Retirement Income and Credit 5018
Medical and Dental Expenses. . . ..o 5020
WhatIsIncome............ ... i, 5045
Tax Calendar and Check List for 1963, ........ .. 5046
Self-Emaployment Tax............. . 5047
Sales and Exchanges of Assets 5048
Travel, Entertainment, and Gift Expenses, ......., 5049
Depreciation, Investment Credit, Amortization,
Depletion. . ... 5050
Business Expenses. .. ...... ... 5051
Child Care.......... ... 5052
Contributions. . . ... ... 5053
Retailers’ Excise Tax.............ovvueen..., 5054
Manufacturers’ Excise Tax., . ................... 5055
Excise Tax on Communications 5056
Occupational Stamp Taxes. . . . 5057
Tax on Admissions and Dues. 5059
Rents and Royalties Income. . . . 5060
Losses from Operating a Business. ... 5062
Interest Deductions. ... .............. . ... 5074
TAXES. . oo e ... 5075
Filing Your Tax Return.............. .. 5107
Installment and Deferred-Payment Sales. . ........ 5108
ANBIMONY . Lo 5109
“Page 2” Deductions. .. ......... ... 5110
Estimated Tax and Tax Withholding. ............ 5111
Casualties, Storms, Floods, Hurricanes, Other
Disasters, and Thefts. ... ..................... 5174
Accounting Periods and Methods. . ... 5175
Bad Debts. ... 5176
Withholding From Wages by Employer.......... 5177
Repairs and Improvements. . ................... 5178
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Miscellaneous Taxpayer Assistance Documents—
Continved

Document No.

Partnerships. . ..o oo 5179
Corporations. ..........oe.oine 5180
Sale of a Business.. .. 5181
Community Property........ 5192
If Your Return Is Examined. . 5202
5286

Documentary Stamp Taxes............. e
Condemnations of Private Property for Public Use.. 5383

NEW AND REVISED TAX FORMS ISSUED
New forms with instructions:
Form No. Title
3435  Notice of Identifying Number
3468  Computation of Investment Credit
3491  Exemption Application
3520  United States Information Return (With Respect
to the Creation of or Transfers to Certain
Foreign Trusts)
Revised forms resulting from legislative, ad-
ministrative, or regulation changes:
Form No. Title
941 Employer’s Quarterly Federal Tax Return
959  United States Information Return (With Respect
to the Organization or Reorganization of a
Forcign Corporation and Acquisition of its
Stock)
990A Return of Organization Exempt from Income
Tax (Secction 501(c)(3) of the Internal Rev-
enuc Code)
1041A U.S. Information Return on Trust Accumulations
1087  Nominee's Information Return
1096 U.S. Annual Information Return (Summary
Report of Forms 1099, 1099L, and 1087
filed with this return)
1099  U.S. Information Return for Calendar Year 1963

SELECTED REGULATIONS PUBLISHED

income Tax Regulations

Treasury Decision 6604 contains the amendment
to regulations issued under section 213 of the Code,
which provides that a capital expenditure directly
relating to medical care is deductible as a medical
expense to the extent that the expenditure exceeds
the increase in the value of the related property.
Published July 24, 1962.

Treasury Decision 6606 contains the regulations,
issued under Public Law 87-397, which provide
for the requesting and furnishing of identifying
numbers, and the inclusion of identifying numbers
in returns, statements, and other documents made
with respect to most taxes. Published August 25,
1962.

Treasury Decision 6627 contains the regulations,
issued under sections 318 and 6038, which require
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all U.S. persons in control of a foreign corporation
or a chain of foreign corporations to submit an
annual information return for each controlled
foreign corporation, the annual accounting period
of which begins after December 31, 1962. Pub-
lished December 1, 1962.

Treasury Decision 6623 contains the regulations,
issued under section 6046, which require an infor-
mation return on Form 959 from each U.S. citi-
zen or resident who on or after January 1, 1963,
is an officer or director of a foreign corporation, if
5 percent or more in value of the stock of such
foreign corporation is owned by a U.S. person, and
from a U.S. person who on or after January 1,
1963, owns or acquires 5 percent or more in value
of the stock of a foreign corporation, for each
additional 5 percent interest acquired. Published
December 1, 1962.

Treasury Decision 6628 contains amendments to
the regulations, issued under sections 6041, 6042,
6044, 6049, 6652, and 6678, as amended or added
by section 19 of the Revenue Act of 1962. These
amendments provide for the filing of information
returns with the Service with respect to payments
of interest, dividends, and patronage dividends,
and to the furnishing of statements concerning such
payments to recipients. Published December 28,
1962,

Treasury Decision 6630 contains the regulations,
issued under section 274(d) of the Code, as added
by the Revenue Act of 1962, which provide that
travel, entertainment, and gift expenses must be
substantiated by adequate records or by sufficient
evidence corroborating the taxpayer’s own state-
ment in order for such expenses to be allowed as a
deduction under section 162 or 212; and which
provide specific rules for substantiating such
expenses. Published December 29, 1962.

Treasury Decision 6637 contains the amendment
to the regulations, issued under section 37, as
amended by sections ! and 2 of Public Law 87-876,
which provides for an increase in the maximum
amount of retirement income with respect to which
the retirement income credit is allowable from
$1,200 to $1,524. Published January 15, 1963.

Treasury Decision 6643 contains the regulations,
issued under sections 1381 through 1388 of the
Code, as added by the Revenue Act of 1962, which
provide rules with respect to the tax treatment
of cooperatives and their shareholders. Published
April 2, 1963.
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Treasury Decision 6645 contains the amendments
to the regulations, issued under sections 6033 and
6104, which require the submission of additicnal
information by certain exempt organizations and
provide for fuller and more convenient disclosure
of information to the public. Published April 2,
1963.

Treasury Decision 6659 contains the regulations,

- issued under section 274 of the Code (other than

subsection (d)), as added by the Revenue Act of
1962, which provide substantive rules for deter-
mining whether travel, entertainment, and gift
expenses which meet the requirements of section
162 or 212 will or will not be disallowed as-deduc-
tions. Published June 25, 1963.

Temporary Regulations

Treasury Decision 6619 contains the temporary
regulations, issued under section 46 of the Code,
as added by the Revenue Act of 1962, which
provide rules as to the apportionment of the $25,000
investment credit limitation among members of an
affiliated group; and rules pertaining to the election
of a lessor of new “section 38 property” to treat the
lessee as the purchaser. Published November 20,
1962.

Employment Tax Regulations

Treasury Decision 6654 amends the regulations
relating to the withholding of income tax from
wages, to conform to the Foreign Service Act
Amendments of 1960, the Mutual Educational
and Cultural Exchange Act of 1961, the Peace
Corps Act, and the Self-Employed Individuals
Retirement Act of 1962. Published May 28, 1963.

Treasury Decision 6658 amends the regulations
relating to the Federal Unemployment Tax Act to
conform to legislation enacted during and before
the fiscal year. Of particular importance were
the provisions of the Social Security Amendments
of 1960 under which a taxpayer’s credit against
the Federal unemployment tax may be reduced if
advances made to a State under title XII of the
Social Security Act are not repaid by the State
within a specified time. Published June 27, 1963.

Excise Tax Regulations

Treasury Decision 6672 contains the regulations,
issued under section 4021 of the Code, and relates
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to the application of the retailers’ excise tax on the
sale of toilet preparations. Published October 11,
1962, .

Treasury Decision 6618 contains the regulations,
issued under sections 4261 through 4264 of the
Code, as amended by the Tax Rate Extension Act
of 1962 (Public Law 87-508). These regulations
relate to the application of the tax on the trans-
portation of persons by air which transportation
begins after November 15, 1962. These regula-
tions also contain rules relating to the exemption
from tax on the U.S. portion of air transportation
which is part of uninterrupted international air
transportation. Published November 14, 1962.

Treasury Decision 6635 contains the regulations,
issued under section 4216(f) of the Code, as added
by section 1 of Public Law 86-781. These reg-
ulations relate to the exclusion of charges for local
advertising for purposes of determining the price on
which the manufacturers’ excise tax is to be com-
puted. Publisheq February 7, 1963.

Treasury Decision 6650 contains the regulations,
issued under section 6416 of the Code, prbviding
rules of special application relating to credits and
refunds of the retailers’ and manufacturers’ excise
taxes. Published May 2, 1963.

Alcohol and Tebacco Regulations

Treasury Decision 6606 amended regulations in 26
CFR Parts 179, 194, 196, 197, 201, and 245 to
authorize the requirement of employer identifica-
tion numbers in connection with special tax returns.

Treasury Decisions 6607 and 6608 amended regula-
tions in 26 CFR Parts 201, 240, 245, 270, and 285
to require identification numbers on commodity'
tax returns.

Treasury Decision 6634 amended regulations in 26
CFR Part 212 to provide for the use of alternate
denaturants in completely denatured alcohol and
in specially denatured alcohol Formula No. 40,
and to authorize the use of certain specially de-
natured alcohol formulas in the manufacture of
synthetic resins. ) )

Treasury Decision 6644 amended regulations in 26
CFR Part 251 to eliminate specific sizes for barrels
and kegs of imported beer, and to make it clear
that the tax must be computed on the quantity
actually imported.
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EXECUTIVE ORDERS

Date
Number Subject matter published

E.O. 41055 Relating to inspection of returns  10/11/62
by the Housc Select Committee
on Small Business.

E.O. 11065 Inspection of returns by the Senate  11/27/62
Committee on Foreign Rela-
tions.

E.O. 11070 Designating certain foreign coun-  12/29/62
tries as economically less devel-
oped.

E.O. 11080 Inspection of returns by Senate 1/31/63
Committec on Foreign Rela-
tions.

E.O. 11082 Inspection of returns by Senate 2/6/63
Committee on Government Op-
crations.

E.Q. 11083 Inspection of returns by Housc 2/8/63
Committee on Government Op-
erations.

E.Q. 11099 Inspection of returns by House 3/19/63
Committee on Public Works.

E.O. 11102 Inspection of returns by tax offi- 4/6/63
cials of possessions of U.S.

E.O. 11109 Inspection of returns by House  5/30/63
Committee on Un-American
Activities.

SIGNIFICANT REVENUE RULINGS AND
PROCEDURES

The Service has outlined the deductibility, under
section 162 of the Code, of “payola” payments
made to disc jockeys of radio or television musical
programs (Rev. Rul. 62-133, C.B. 1962-2, 45).

One free meal per day furnished an employee by
his employer represents an appreciable part of
the employee’s remuneration, the value of which
is “wages” for Federal employment tax purposes
(Rev. Rul. 62-150, C.B. 1962-2, 213).

The Service has discussed the deductibility, as
business expenses under section 162 of the Code,
of expenditures for advertising designed to en-
courage employees or the general public to register
and vote or to contribute to campaign funds of a
political candidate or party, or for sponsoring a
public debate by candidates for an office, etc.
(Rev. Rul. 62-156, C.B. 1962-2, 47).

For purposes of the manufacturers’ excise tax
on automobile “parts or accessories,” the restora-
tion of unserviceable automobile bumpers is a
“rebuilding” (manufacturing) operation (Rev.
Rul. 62-162, C.B. 19622, 241).

Based upon the current situation in the industry,
a new administrative test has been established for
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presumptively determining the applicability of the
manufacturers’ excise tax to gas water heaters
(Rev. Rul. 62-168, C.B"1962-2, 242).

The Service has set forth guidelines and some
examples for computing deductions which an
employee may claim for expenses attributable to
the portion of his personal residence which he is
required to use in the performance of his services
as an employee (Rev. Rul. 62-180, C.B. 1962-2,
52).

The documentary stamp tax on conveyances of
realty sold applies to the transfer of real property
by a company to the trustee of its pension plan for
the purpose of funding the past service costs under
the plan (Rev. Rul. 62-186, C.B. 1962-2, 279).

Kickback payments made in violation of a
Federal or State law or regulation are not de-
ductible by the payer (Rev. Rul. 62-194, C.B.
1962-2, 57).

The Service has discussed the tax treatment of
losses arising from the confiscation by the Govern-
ment of Cuba of properties in Cuba owned by
United States citizens or corporations (Rev. Rul.
62~-197, C.B. 1962-2, 66).

An “exclusive club or organization” may be a
“social, athletic, or sporting club or organization”
for purposes of the tax on club dues even though it
is privately owned and operated for profit (Rev.
Rul. 63-3, LR.B. 1963-1, 15). :

Guidelines have been furnished for determining
whether reimbursement arrangements and per
diem or mileage allowance practices of employers
satisfy the substantiation requirements of the
income tax regulations (Rev. Rul. 63-13, I.R.B.
1963-4, 20).

The Service has set forth criteria for determining
whether obligations by a corporation, formed
under the general nonprofit corporation laws of a
State to stimulate industrial development in a
political subdivision thereof, are issued “on behalf
of’ that subdivision (Rev. Rul. 63-20, LR.B.
1963-5, 7).

The Service has explained the rules for the
special tax treatment of losses suffered by property
owners as the result of major disasters and has
identified the 1962 disasters which give rise to such
treatment (Rev. Rul. 63-21, I.R.B. 1963-8, 12).

In order to provide guidance in the uniform
application of the manufacturers’ excise tax on
automobile “parts or accessories,” the Service has
set forth taxable and nontaxable lists containing
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brief descriptions of numerous_articles not specifi-
cally covered by previously published rulings
(Rev. Rul. 63-23, I.R.B. 1963-9, 7),

A merger may qualify as a reorganization under
section 368(a)(1){C) of the Code even though the
business conducted by the acquiring corporation
after the merger is not the same as it had conducted
prior thereto (Rev. Rul. 63-29, I.R.B. 1963~10, 9).

A list of countries which have been found by
the Secretary of Commerce to allow or not allow
substantially reciprocal privileges in respect of
aircraft registered in the United States, for purposes
of exemption from the manufacturers’ excise taxes
and certain retailers’ excise taxes, has been updated
(Rev. Rul. 63-62, [.R.B. 196314, 14).

Interview expense allowances paid to an individ-
ual by a prospective employer are not subject to
the withholding of income tax and, to the extent
that they cover actual expenses, are not includible
in gross income (Rev. Rul. 63-77, L.R.B. 1963-19,
18).

The maximum limitation for medical expenses
provided by section 213(g) of the Code is available
to a taxpayer age 65 or over and disabled, even
though he has never been engaged in any sub-
stantial gainful activity (Rev. Rul. 63-101, L.LR.B.
1963-22, 11).

The Service published new depreciation guide-
lines, rules, and illustrative questions and answers
(Rev. Proc. 62-21, C.B. 1962-2, 418).

The Service revised its procedures relating to the
issuance of rulings and determination letters,
furnishing technical advice to district directors,
processing requests for exemption under sections
501 and 521 of the Code, and processing requests
for the qualification of pension, annuity, profit-
sharing, and stock bonus plans under section 401(a)
of the Code and the exemption of related trusts
under section 501(a) of the Code (Rev. Procs.
62-28, 62-29, 62-30, and 62-31, C.B. 1962-2,
496, 507, 512, and 517).

SIGNIFICANT ANNOUNCEMENTS OF
GENERAL INTEREST

A self-cover pamphlet, IRS Publication No. 456,
which contains the new guidelines and rules for
depreciation, has been prepared and made avail-
able for purchase from the Superintendent of
Documents, Washington, D.C., 20402 (Announce-
ment 62-69, I.R.B. 1962-30, 51).
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Three complete tables have been prepared for
use in the application of Revenue Procedure 62-21,
relating to the new depreciation guidelines and
rules (Announcement 62-82, LR.B. 1962-38, 12).

Additional questions and answers were issued to
serve as an aid in applying the new depreciation
guidelines and rules outlined in Revenue Pro-
cedure 62-21 (Announcement 62-84, I.R.B. 1962~
40, 33).

1962 income tax returns reflcct recent tax law
revisions—also many improvements both in the
forms and their instructions (Announcement 62-
103, I.R.B. 196248, 74).

Good record-keeping practices will be vital to the
allowance of business travel, entertainment, and
gift expenses (Announcement 638, L.R.B. 19634,
35).

“Your Federal Income Tax,” “Tax Guide for
Small Business,” and the “Farmer’s Tax Guide”
have been prepared for 1963 (Announcement 63~
15, LR.B. 1963-5, 46).

The index to administrative and procedural
matters, other than those related to the alcohol,
tobacco, and firearms taxes and those prescribed
by regulations, which have been published in the
Internal Revenue Bulletin since 1952, has been
brought up to date (Announcement 63-21, L.R.B.
1963-7, 5).

The Service has listed all taxpayer information
pamphlets and other publications on specific tax
subjects which are available from local offices of
the Service (Announcement 63-25, I.R.B. 1963-8,
22). .

The Service announced the availability of Docu-
ment No. 5049, containing an explanation of the
rules regarding the substantiation requirements of
travel, entertainment, and gift expenses claimed as
deductions on income tax returns (Announcement
63-37, I.LR.B. 1963-13, 25).

A brief summary of the various records required
to be retained for Federal tax purposes has been
published in the Federal Register as the current
Guide to Record Retention Requirements (An-
nouncement 6343, I.LR.B. 1963-15, 21).

A new series of supplements to the Cumulative
List of Exempt Organizations has been established
for bimonthly cumnlative publication in pamphlet
form (Announcement 63-60, I.R.B. 1963-23, 32).
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SIGNIFICANT TECHNICAL INFORMATION
RELEASES

A new form has been prepared for the use of
business and financial institutions in requesting tax
identifying numbers from depositors and investors
(T.L.R. 401, 9-26-62).

There will be a reduction in the amount of
credit against the Federal unemployment tax to
be allowed to employers of 4 or more with respect
to 1962 wages for services performed in Alaska
and Michigan (T.LR. 421, 11-29-62).

The Service will apply existing provisions of the
regulations in its consideration of the qualification
of deferred compensation plans under new pro-
visions of section 401(a) (7) and (8) of the Code
(T.I.R. 425, 12-18-62).

Amendments to the regulations have been
proposed to require additional information from
certain exempt organizations and to provide for
a fuller and more convenient disclosure of informa-
tion to the public (T.L.R. 435, 12-30-62).

Commercial fishermen are now treated the same
as farmers with respect to the filing of estimated
income tax returns and the payment of estimated
tax for taxable years beginning after 1962 (T.L.R.
440, 1-4-63).

Proposed regulations under section 964(c) of the
Code would impose certain record-keeping re-
quirements on U.S. shareholders with respect to
each controlled foreign corporation; requirements
explained (T.I.R. 461, 3-23-63).

For years after April 10, 1963, Maryland re-
deemable ground rents will be treated as mortgages
for purposes of acquisition, holding, and transfer
of property subject thereto; for 1962 and sub-
sequent years, rental payments under such a
redeemable ground rent are deductible as interest
(T.L.R. 465, 4-10~63).

Rulings and determination letters will not be
issued with respect to the tax status of professional
service organizations pending the issuance of
amendments now being drafted to the applicable
regulations (T.I.R. 471, 5-8-63).

SUPREME COURT DECISIONS

Civil Cases

In Braunstein v. Commissioner, decided on June 10,
1963, 374 U.S. 65, the Supreme Court rejected an
argument by the taxpayers that section 117(m) of
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the 1939 Code did not require that gain from the
sale of stock of a collapsible corporation be treated
as ordinary income where, if the shareholders had
not operated in corporate form, gain on the sale of
the underlying assets (apartments) would have been
treated as capital gain. The Court acknowledged
that the purpose of section 117(m) was to close a
loophole that had been used to convert ordinary
income to capital gain, but said the plain meaning
of the statute covered the transaction precisely.
Neither the language of the statute nor its legislative
history supported the additional requirement which
taxpayer sought to impose on the Courts of deter-
mining in each case whether the corporate form
had been used for tax avoidance purposes.

On January 7, 1963, the Court, in United

States v. Buffalo Savings Bank, 371 U.S, 228, reversed
the decision of the New York Court of Appeals
and remanded the case for further proceedings.
The Court of Appeals had held that local property
taxes were “expenses of sale” in a foreclosure
action brought by the mortgagee, and conse-
quently the local tax liens, which accrued later
than the federal tax liens, were accorded priority
in the distribution of proceeds of the foreclosure
sale. The Supreme Court rejected this contention,
and held that the case was governed by the doctrine
enunciated in United States v. New Britain, (1954)
347 U.S. 81, that “first in time is first in right.”
Since federal tax liens were prior in time to the
local tax liens, the federal taxes were entitled to
payment ahead of the local property taxes. The
Court also indicated that the State may not avoid
the priority of the federal tax lien by the formalistic
device of characterizing subsequently accruing
local tax liens as expenses of sale.

In Riddell v. Monolith Portland Cement Company,
decided January 14, 1963, 371 U.S. 537, the Court
overruled a number of lower court opinions holding
that manufacturers of cement using their own raw
materials could, for years prior to 1961, compute
percentage depletion on gross income from the
sale of cement. By upholding the Government’s
contention that a uniform test of the first commer-
cially marketable product rust be applied to
determine the cutoff point in the treatment process
of each general mineral classification, the Court’s
decision assured that manufacturers with captive
sources of minerals would not get larger depletion
deductions than would be allowable in the case of
extraction and sale of the crude minerals. This
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case is proving dispositive of similar outstanding
controversies involving salt, brick and tile clay,
dimension stone, and minerals used in the manu-
facture of light weight aggregates. It appears to
have checked a trend in some jurisdictions toward
the judicial erosion of the principles enunciated in
United States v. Cannelton Sewer Pipe Company (1960)
364 U.S. 76.

On February 18, 1963, the Supreme Court is-
sued similar opinions in 2 tax cases, and considered
a third.

In United States v. Gilmore, 372 U.S. 39, the Court
held that legal expenses incurred by a taxpayer in
defense of a divorce action were not deductible as
expenses incurred for the conservation of income-
producing property. The taxpayer’s primary con-
cern was the protection of his controlling interest
in 3 corporations from which an all but negligible
amount of his income was derived in the form of
corporate salary and dividends. The Court thus
set forth the test for deductibility of legal expenses
as the origin and character of the claim in connec-
tion with which the expense was incurred, rather
than the potential consequences should the claim
not be successfully resisted. The Court also found
that the legal expenses at issue were not connected
with the taxpayer’s profit-seeking activities even
though the wife’s claims might have been paid out
of income-producing properties. .

On the same date, in United States v. Patrick, 372
U.S. 53, the Court held that legal fees relating to
a property settlement incident to divorce were
nondeductible. The Court believed that the

" principles of the Gilmore case governed. Such fees

were nondeductible since they arose from the
marital relationship, even though they were paid
for arranging transfers of stock, leasing property,
and creating a trust, rather than for litigation.

In Schlude v. Commissioner, 372 U.S. 128, the
Court again considered the problem of an accrual
basis taxpayer’s attempt to defer reporting of

prepaid income. Under the taxpayer’s method of -

accounting, only “earned income” (computed on
the hours of dance instructions given to students)
and income from cancellation of contracts was
reported currently. The Commissioner determined
that the method of accounting used did not
clearly reflect income and he included all advance
payments received in cash and the full face amount
of notes and contracts executed by students. He
retreated somewhat from this position in the
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Supreme Court and conceded that the contracts
should not be included at face value but only
the amounts that became due in the taxable years
or for which dance instructions had been furnished.
In a five to four opinion the Court sustained the
Commissioner’s position, stating that the issue
was squarely controlled by American Automobile
Association v. United States (1961), 367 U.S. 687,

In Maximov v. United States, 373 U.S. 49, decided
on April 29, 1963, the Court held that a United
States trust, all of whose beneficiaries are British
subjects and residents, cannot be considered a
“resident of the United Kingdom” for purposes
of determining whether its retained capital gains
are exempt from United States income tax by
virtue of Article XIV of the Income Tax Conven-
tion between the two countries, which Convention
exempts capital gains of United Kingdom
residents. The decision overrules American Trust
Company v. Smyth (C.A. 9th 1957), 247 F. 2d 149,
and adopts the long-standing rule that a trust is a
separate taxable entity from its beneficiaries.

In Whipple v. Commissioner, 373 U.S. 193, decided
on May 13, 1963, the Court held that although
the taxpayer devoted his fulltime to the affairs of
several corporations, such activities did not con-
stitute a trade or business. Accordingly, it was
held that bad debts resulting from loans by the
taxpayer to his controlled corporation were not
deductible as business bad debts. However, the
case was remanded to the Tax Court to determine
whether the bad debt was proximately related to
the taxpayer’s real estate business.

On June 10, 1963, the Court decided the case of
United States v. Pioneer American Insurance Co., et al.,
374 U.S. 84, reversing The Supreme Court of
Arkansas and remanding the case for further
proceedings. The Arkansas Supreme Court had
held that the attorney’s fee incurred by the mort-
gagee in foreclosing its mortgage was prior to the
federal tax lien. The mortgage itself was conceded
to be prior to the federal tax lien. The Arkansas
court reasoned that under the Arkansas statute the
attorney’s fee was enforceable as a contract of
indemnity and therefore the right to the attorney’s
fee became choate prior to the date of the filing of
the first notice of tax lien since the default entitling
the mortgagee to enforce the indemnity contract
occurred prior to that date. The U.S. Supreme
Court rejected this argument and held that, since
the amount of the claim for the attorney’s fee was
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undetermined and indefinite when the notices of
tax lien were filed, the claim for the attorney’s fee
was inchoate at the date of the filing of these notices.
The Court once again applied the federal rule for
determining the specificity of a lien competing with
the federal tax lien and stated that, although the
lienholder and the property subject to the lien were
definite, the amount of the lien was not since such
amount must be established by court decree in the
foreclosure proceedings. That being the case, the
attorney’s lien was inchoate and inferior to the tax
liens.

Criminal Cases

In the case of Shotwell Manufacturing Company v.
United States, 371 U.S. 341, decided January .14,
1963, the Supreme Court held, with respect to
an alleged voluntary disclosure made prior to the
revocation of the Treasury’s voluntary policy,
that the taxpayer defendants were not entitled
to any benefit from their alleged disclosure be-
cause they had not acted in good faith. The
income tax evasion convictions for all defendants
were upheld. In December 1962, 368 U.S. 946,
the Court had granted certiorari to review the
findings of the lower court that the original con-
viction of the defendants for failure to report
black market receipts was not vitiated by their
alleged voluntary disclosure.

In Namet v. United States, 373 U.S. 179, decided
May 13, 1963, the petitioner and his co-defendants
had been charged with violating the federal wager-
ing tax law. Co-defendants after pleading guilty
were called as government witnesses to testify
concerning their relationship with the petitioner,
although the prosecutor had advance notice they
would claim their constitutional privilege against
self-incrimination. The trial. court sustained their
privilege as to certain questions asked them. The
Supreme Court held that there had been no re-
versible error under the circumstances involved,
including the fact that the prosecutor had a bona
fide belief that because of the pleas of guilty the
witnesses could not assert privilege.

On May 27, 1963, the Court, in Lopez v. United
States, 373 U.S. 427, affirmed the conviction of
the defendant for attempted bribery of a revenue
agent by holding that evidence of conversations
recorded by an electronic device concealed on
the person of a Government agent was properly
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admissible and that the revenue agent’s apparent
feigned willingness to accept the bribe did not
constitute entrapment as a matter of law.

In the alcohol and tobacco tax field the Court
refused to review all 7 of the cases in which writs
of certiorari had been sought by convicted
defendants.

In 3 cases the refusal of the lower court to suppress
evidence resulting from an allegedly illegal search
was urged as the grounds for review, Wiggs v. United
States (C.A. 5th), 371 U.S. 904 (also involving the
Government’s refusal to disclose identity of in-
former); Denton v. United States (C.A. 6th), 371
U.S. 923 (question of entrapment also raised); and
Lee v. United States (C.A. 9th), 372 U.S. 907.

In 2 cases the sufficiency of the Government’s
evidence to support the conviction was challenged
(i.e., Ragland v. United States (C.A. 4th), 371 U.S.
949; Lemons et al. v. United States (C.A. 4th), 371
U.S. 968).

In Hall v. United States (C.A. 5th), 371 U.S. 952,
the admission into evidence of a tape recording of
a telephone conversation made with the consent of
one of the parties to the conversation was urged as
a basis for the Court’s review. The District Court’s
reliance on the statutory presumption that defend-
ant’s unexplained presence at the moonshine still
as sufficient evidence to support his conviction for
possessing an unregistered still (26 U.8.C. 5601(b)
(1)) was challenged in fvey v. United States (C.A.
‘4th), 372 U.S. 929.

No petitions for certiorari were filed by the
Government in alcohol and tobacco tax cases this
vear.

Avctions of Lower Courts

In Metro M. Holovachka, the Court of Appeals
for the Seventh Circuit affirmed the defendant’s
conviction for evading over $39,000 in income
taxes for the years 1955 to 1957, inclusive, based
on a net worth-expenditure determination. It
held that the jury was warranted in rejecting such
defense claims as cash on hand, funds given or
borrowed, and that money he disbursed for loans
and political purposes was not his, Holovachka
had been prosecuting attorney of Lake County,
Indiana, from January 1953 through December
1958, and had served as Gary city comptroller
during 1952.

The Court of Appeals for the Second Circuit, in
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United States v. Woodner, affirmed the conviction of
Tan Woodner for evading income taxes for 2 years.
It held, in view of the indicia of fraud, that the
jury reasonably could reject Woodner’s defense
argument that because of the size of his operations
and the large amounts of money necessarily in-
volved he could not have had intent to evade his
taxes. The Court referred to the use of nominees
and currency, the lack of usual business records,
the commingling of funds, and the personal use of
funds as pointing to a scheme of evasion.

Joseph Conforte, Wadsworth, Nevada, following a
mistrial due to a hung jury, and thereafter pleading
guilty to a charge of income tax evasion, was sen-
tenced to a term of 3 years. Conforte has been
publicly referred to as a “former Nevada vice
lord.”

In Gorin v. United States, 313 F. 2d 641, the Court
of Appeals for the First Circuit reversed the con-
victions of a former Service employee and 2
practicing attorneys on conspiracy and bribery
charges and remanded the case for a new trial.
The case involved an attempt to bribe Service
employees to recommend against criminal prose-
cution of Nathaniel Bergman, an attorney, for
tax evasion. The Court held that an erroneous
charge on the issue of claimed entrapment had
been given at the trial. The appellants’ petition
for certiorari on the ground that the evidence
established entrapment as a matter of law has
recently been denied by the Supreme Court.
Bergman, who had been convicted with the
employee and the 2 other defendants, dismissed
his appeal and subsequently pleaded guilty to
evading his taxes. As a result of these prosecutions
he received prison sentences. ’

George Chacharis and Harold Zuweig, respectively
mayor and city engineer of Gary, Indiana, and
Willmar Chulock, an accountant, were indicted on
various charges of income tax evasion and conspir-
ing to defraud the Service in the operation of its
functions, such charges stemming from construc-
tion payoffs. In December 1962, Chacharis inter-
rupted his trial to plead guilty to conspiracy.
Chulock was later found guilty by a jury of the
same charge. Zweig pleaded nolo contendere to
evading his income tax for the year 1956. All
three were given prison sentences.

The authority of the Service to deny alcoholic
beverage permits to persons who had previously
associated with racketeers has recently received
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decisive judicial support. In Seaway Beverages,
Inc. v. Dillon et al. (decided April 11, 1963, 319 F.
2d 722), the Court of Appeals for the District of
Columbia decided in the Government’s favor an
issue under the Federal Alcchol Administration
Act which has not been heretofore judicially
resolved. The Court held that evidence as to the
former association of an applicant with a racketeer
(the notorious Tony Accardo) supplied a sufficient
basis for denying the permits sought.

In the alcohol and tobacco tax field, action at
the court of appeals level was generally favorable
to the Government, with the notable exceptions of:
(1) Russell v. United States, 306 F. 2d 402, in which
the Ninth Circuit Court upset the defendant’s
conviction for failing to register a firearm on the
ground that the registration requirement of the
statute infringed on his constitutional right against
self-incrimination (see however Starks v. United
States, 316 F. 2d 45, and Frye v. United States, 315
F. 2d 491, in the same circuit, which narrowly
limit the scope of this decision to the particular
offense charged); (2) Williamson v. United States,
311 F. 2d 441, where the Fifth Circuit Court
reversed the defendant’s conviction of possessing
liquor in unstamped containers and selling liquor
without_ paying the special occupational tax on
the testimony of an informer who had been hired
by the Government on a contingent fee basis to
obtain evidence against him; and (3) Blumenfield
v. United States, 306 F. 2d 892, where the Eighth
Circuit Court reversed the defendant’s conviction
of abetting in the making of a false retail liquor
tax return (Form 11) by reporting as “owners”
persons held by the Court to be nominal and partial
owners of the retail businesses.

In the search and seizure and forfeiture areas,
which are of particular importance in illicit
liquor enforcement, several decisions favorable
to the Government have been reached by the
courts of appeals. For example, where state
troopers discovered illicit liquor in the trunk of
the defendant’s car after arresting her for reckless
driving, in checking her statement that the erratic
behavior of the car resulted from a trunkload of
furniture, the Sixth Circuit upheld the search as
reasonable in that it was incident to the valid
arrest (United States v. Stokely, (C.A. 6th) 311
F. 2d 593). Similarly, where the defendant’s

car was wrecked, disclosing the moonshine, in

defendant’s attempt to elude pursuing state
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troopers, the same Court held that no search was
involved nor was there an arrest until afier the
liqguor was exposed to public view (United States
v. Williams, 314 F. 2d 795).

As to forfeitures, the Fifth Circuit Court, in a
decision of great importance to the success of the
Service’s program to curtail the flow of raw
materials to moonshiners, upheld the judicial
forfeiture of a tractor and trailer on the evidence
that they had been used to deliver some 12 loads
of sugar (383,500 pounds) for approximately
$32,000 in cash sales, where a fictitious consignee
had been reported to the Service after defendant
had been served with a demand letter.  The Court,
however, ordered the return of the sugar contained
in the trailer at the time of seizure on the ground
that there was no evidence that it was intended
for an illegal use (Utley Wholesale Co. v. United States
(1962), 308 F. 2d 157).

In the field of petitions for the remission of
forfeiture of seized vehicles, the Tenth Circuit
Court reversed the judicial granting of a petition
filed by a bank on the ground that, when it financed
the purchase of the vehicle, the bank should have
made an inquiry as to the record and reputation
of the true owner of the vehicle whose identity
it knew and who was a reputed liquor law violator
even though title to the vehicle was taken by a
straw purchaser of good repute (United States v.
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One 7958 Pontiac Sedan (1962), 308 F. 2d 893; sce
also United States v. Orée 1959 Pontiac. Bonneville 2-
Door Sedan (U.S.D.C. 1962), 206 Fed. Supp. 892).

STATISTICS OF INCOME RELEASES

Sales of Capital Assets reported on Individual
Income Tax Returns, 1959, Supplemental
Report (21 pp., 25 cents)

Individual Income Tax Returns, 1960, Pre-
liminary (22 pp., 20 cents)

Individual Income Tax Returns, 1960 (165
pp-, 81)

Corporation Income Tax Returns with ac-
counting periods ended July 1959-June 1960
(334 pp., $1.75)

Corporation Income Tax Returns with ac-
counting periods ended July 1960—June 1961,
Preliminary (35 pp., 30 cents)

U.S. Business Tax Returns with accounting
periods ended July 1959-june 1960, Sole
Proprictorships, Partnerships, and Corpora-
tions (182 pp., $1)

U.S. Business Tax Returns with accounting
periods ended July 1960-June 1961, Sole
Proprietorships, - Partnerships, and Corpora-
tions, Preliminary (29 pp., 25 cents)

Statistics of Income publications are for sale by
the Superintendent of Documents, U.S. Govern-
ment Printing Office, Washington, D.C., 20402.
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NOTES: Al yearly data are on a fiscal _rmr,llaﬂ':, unless otherwise specified.
For example, data headed 1963 pertain to the fiscal year ended Fune 30,
1963, and © July 1" tnventory items under this heading veflect invenlortes as of
July 1, 1962,

I many tables and charts, figures have been rounded and may not add to the
totals which are based on unrounded figures.

Internal rezenue districts are listed in this section by the names of head-
quarters cities.  Lach district is identical with the boundaries of the State in
which the headquarters city is located except for the States recapitulated at the
bottom of tables 1,5, 6, and 14. A map of the districts appears on page xiv-
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Table 1.~—Intenal revenve collections by sources and by internal revenue regions, districts, States, and other areas
[in thousands of doilars. See table 3, p. 86, for tax rates and further breakdown of national totals by sources]

individual income and employment taxes
i tates, and other areas | ncome tax !
Internat revenue regions, districts, States, N _cemuluu;. Totr | "mmetax | withheld ing {zl.nmn Unemploy-
ented by single districts indicated in parentheses; income tax? 3 otal . 0ol old-agaand | retirament ¢
(uates l’:lpl'l':lnl uthSll(‘es shown at bottom of tabie) withheld ¢+ sability insurance
insuranced ¢ 4
@ (0] “w [6) ® [6)]
United States, tetal 18, 204, 071 51,268, 933 871,044 48, 484
1,307,028 3,17, [ ™, 438
198,925 638,21 4,676 15,234
381, 241 4,966 8,315
ng) 81,417 248, 65. 108
North Carolina, 2186, 061 635, 75! 408 17,465
! ). 76,260 171,27, 4,11
(Florida). . 406, 056 745, 30t 11,994 16,067
Nashvilte. .......... (Tennessee). .. _.oomeeeeeeeee lig. 781 507.% 1,401 11,615
8 regien. X ns,
4 ugusta. (Maine). 50, 823 141,27: 2,481 3,162
oston Iv- achu ug 962 l.s‘{g. ;g( 3,459 Jf' ote
T
artford. . .oooeoo .- Connecticut) ... 318,583 800, 331 1.732 16,983
New 41,852 135,855 42 2,792
Rhode Istand) 63,279 246,633 ’3 S.256
2,958,743 , 835, 163
See (b) below). 862,12t 3,535, 17 84,550 68,570
606, 220 2,900, 11 6,331 , 4
261,731 ~ 926, 96 a3 18,082
221,670 ',UZ. 91 ns 8,555
o®,
299,130 1,080,179 b 20,095
424,898 2,100,623 27,959 34,593
314,666 1,255, 587 17,261
155,511 344,431 13,017 s
L 500 204,139 54
225,607 666, 581 19,428 13,031
3 , 411 52 53,301
3 140, 666 [ 2,201
418, 387 , 544 8,126 18,604
424,332 79,780 12,004 17,043
96, 601 154,891 181 3,919
196,019 388,992 m 8,451
165,203 400, 437 362 3
9,013,476 7,02 176, 241
1 10 700,778 2,450 11,344
:: u; ? ,2‘3; L 153,;5 4,847 23,259
oe (o) below) 1,221,085 6, 143, 202 70,733 122,445
08 (e) below)... ... ... ... 109, 592 1,460 25
1,471,046 2, 588 121,838 61,742
outh Dakota) , 251 71,813 2 . L3
Wyoming). ,172 45,110 6
158,011 847,574 4,778 7,435
226,123 380,837 7,432
orth Dakota) , 843 58, 697 2, 1,031
ee (c) balow). .. 1 3 403,586 4,051 8,164
139,784 3 24,025 5,509
See (c) below)___ 214,276 792,717 31,220 15, 524
235,781 853,243 31,093 15,889
(Kansas).... 0022000 S 190, 362 3;262! 26, 104 5,547
” 1,2 (3 17,377
. {Maryland and D.C. 373,405 1,438,457 a7, 18,027
132, 2346 | - 6, 147
See (d) below) 440, 857 1,318,703 3,721 26,770
......... (Ses (gybelow)_ . - 1 11T 482,607 1,800,029 4, 84 , 09
'See (g) below). 281,059 1,379,322 6, 27,475
............. (See () below). ... ... , 807 383, 562 14,7710
$an Franci ron e g 1%&859 s ui."‘li
rancizco regl 2,554, 83! s s,
Alaska). 13,077 55,963
Bolse. 42,359 109,054 246 2,337
Hejena 50,326 88, 840 2 1434
onolulu. ... 2, 051 161, 140 2,531
1,037,718 3,089,619 731 54,007
, 721 218,405 4,027
146,606 386,766 2,605 7,007
49,160 04, 953 ., 1,943
50, 924 181,167 1,118 2,685
766,379 2,164 289 39,926 3
247,519 774,937 13,479
oo ot 239,365 142,90 Y a“
Pyerto Rico. 42 49,672 3,7% 42,479 | .......| 3,3%
Undioy l;'inﬂ 2,72 189,694 138,105 49,846 697 4%
ribu i
Depositary recelpts 7. 871,474 977,808
(] of Guam -61 —=3.75 |- —~3,75
Withheld taxes of Fedaral 73,661 73,661
Totals for States not shown above
a) California. 1,439,948 | 7,186,105 5,253,508 40,657 87,443
b} 1,701,245 1 5,254,264 § 1,083,791 4,008,083 85,265 77,125
499,518 | 1,603, 042 19 1,196,363 e 271 3,68
693,267 | 2,262,810 3, 1,652,449 3,750 32.818
5,889,392 | 11,386,105 { 2,112,240 9,019,476 78,142 176,248
1,350,906 | 3,998,385 3 3,150,801 28, 5,
1,108,798 | 4,551,508 842,573 3,562,913 76, 195 69,826
£54,888 | 2,582, 821 842,719 1,684,324 20,131 35, 647
Footnates on p. 88.
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Table 1.—Intemal revenue collections by sources and by intemal revenue regions, districts, States, and other areas—Continved

(In thousands of dolars. See table 3, p. 8f, for tax rates and further breakdown of national totals by sources)

Alcohol taxes

Internat revenue ve(lnn.!, .glsx:rlcu, States, and other [':,‘::f (‘:,::,’ Distilled spirits tazes
" Estate tax | Gift tax o!lm;lsunz\vln Total
( States represented by single districts indicated in By ¥ 1mported
parentheses: totats for olher States shown at , 43, 48, Total Domestic | Rectii- | Occupa- | Other 0
beitom of table) and 67) by cation | tional *
Customs)
®) ) 0 an (12) (13) [ as | as) | an
13,409,737 | 3,441,656 | 2,507,068 | 459,157 | 2,006,375 | 25,510 | 14,034 | 1,993
9,676 14,830 n 58 57
ey vt e 7| ‘| %
Miante, 836 35 3 2
Calumbia. O % K
Greenshort 10 52 rH
23 7 237 92
11,594 55 922
6, 341 3
1,226
58,289
56,020
107
699
282,109
Chie 19,463
i " (Sen (b) below) 3
. - (Michigan).. 14,438
Wisconsin),
248,207
67,710
118, 351
3,510

B e Rew Mexico). i
ee (h) below;
1
2 1
: 3
New York City reglen. "2“5’; 1
tbany. i X
283
392
5. eeeeeizs 216
57, 3: 16,09 195 | 1,8
3.2 [ 3 Rl IS tu ISR I 1 VR
3 44 1
17, 1884 {173 154
15, [t ; 1.025
I 5,78 3.645 §] 1 .
3 04
S 13,937 |"76.067 775 [T R 10
5. 7.221 | 3205 3589 285! 1 1
. P us.ﬁs 5733 2,18 ug
427, 884 32,98
s Yerds | 13 leoes | B38| M 7
5,72 5, 32 2| 208 n
103, 11 102177 | 405 497 3l
88,770 |izaii| 14178 | 1387|  ae 1
65.68 s7,08 | 1,274 5M4 55
21 2
4 9
34, 360 ,230 185,051 2,n0 z, 048
“ 148 1 a“
5 33 ()
; . % | 1208 737
3 s 411 8 3 , ¥
MG 186 | 10178 | 383,945 106,743 | o2.387 | 28038 33,35 | (75] 808 i0
; 87 585 .
lf,ggl 1.014 21,361 6,020 3.479 | 1.789 i7585
TR TR {===
o oh | 60| sihow | 2zeies | 1saom [ e | e | e L10 ig
o 1,672 [ 1,674 92.937 | “az4 Lids | et | Lozl 38 s
ernat 1 468 n3 37,558 , 52! ™y | 34,8546} 98 _......
O Buaro R bk 28 Wik I ¥ - 3545 97
her. 2,507 a0 1.27 1 ¢ )
positary receipts 7. 62.541
Totals for States not shown above
19
421 | 16,30 | 907,988 | 332,202 [ 215,625 | 49,077 | 162,331 | 2.210| 1.928
23 S| e le | s | i) M) 2l xen | aTm | L2 K]
I 2,29 ) 1 X ¥
d u?gg; 430 |  31gess | 179,238 | d0nass) s 708 &8
] 335,555 | 36,982 | 1,518:608 } 346,401 mnl| s L 3
D el Deie] BEsE HieS| 8% Bl | Zes | bm 31
& o || Emeas| WETe) e | o 1.6% | (%) 234 6

Footnates on p. 88.
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districts, States,
Seo table 3, p. 85, for tax rates and further breakdown of nationa| totals by

and other areas—Continued

sources]

Internal revenue regions, districts, States, and

Alcohol taxes—Continued

Wines, cordials, etc., taxes

other areas Beer taxes
States represented by singte districts indicated in Imported 0 .
¢ parentheses; totals for other States shown at bottom Total (wmmd Domestic ﬁ:::r Total ('c':m:ﬁ Domestic + D‘c_:unf
of table) by Customs) taxes 11 by Customs) |.T:,.u
18) . a9 (20) Q1) 2) 23 @0 (25)
United States, total . 103,733 7,951 23,020 1,362 230, 885 465 20,761 5,40
Atiznta reglon. 1,955 u2 1,18 ass 21,720 1
“ Y 367 B 4053 ‘g ot B
3
25 3 167 80 106 2 ;‘
13 12 1 122 l?; 11
Florida)__. ;
Nashville. Tennessee) 1 {gg ™ 1 16,873 {;
Boston resion. 2, o us 24,342 12
D &3 PO
13, 15? 10; 13,055 ¥
oy 83 5 783 2
(Rhode Istand).. 10,522 16 10, 504
11, 165 8| w20 2
- {See(b) bei
(e w13 25| 2047 s
swimnxln) b B
Springfield 2177 Sea (b) bei ks
innat! reglon. 5
Cincinnal l; below, i
Cleveland See iv below). 2
i indiana, R B
auisville Ken #
West Virginia) H
ichmond ... _._____._ Vvirginla)..._ ... .0 5
Dallas region. ;
:lhlltyuerque .......... gow hMt;hio) ........... m
ustin. e elow).
Oatlas.. . 7T s«fn; below)___ 17110 = G;? % .10 “
Litto Rock 42 5y i
ow Orleans. .
Oxlenoma Cit & 0% * 80 1
New York City reglon. . 10 1 »,
Albany (Saa (o) hetow) =%l 606 ne 4% -1
) beiow). . 2,150 4 55,370 54,935 4.
) balow) , 352 1 1,312 549 18, 665
8 () balow). .. ... 1,838 3 14,842 LI16 12,904 1
(2 - ™) w u.;): 534 189 5,254
@ EH 119,
(9] ) :2 - i e
171 145 2
@ 107 |.. 9 n 1
632 [. 631 1 2!
(See (&) belows 93 9 8357
. - i .
§anason) 252 64 187 1 34,756 ; 33975 7
Kansas) 98 . 9
o7s 553 2 [ s
aryland end 5.C.) 3
{ 0 (d) below, zz: gg? m 25.' fgg 5
61,555 61,537 ]
30, 062 106 29, 861 34
23,119 [§)] 23,007 12
4 1627 4,436 a
2
o8, 316 “ ) 2n a
42 4,
1,894 (&) 1,871 2]
46 102 362
37,869 310 37,369 13
1,32 1 1,314 1
2,410 12 2,350 4
City. Utah)__ 2,623
gln Francisco (Sen(a)below).....____ 48,346 3mn 47,791 181 23.?;5 162 2;: ggg li
} e__. - ('I), 185 50 (Ei 134 27,804 51 27,720 3
N . . 12 2 .
Fuerto Rico ) | 32 a2
Totals for States not shown above
2, 54, 83; 838 53,764 181 61,744 532 60,972 24
() 5,522 795 4,724 3 44,323 255 43,988 B
) Missouri 1,562 9 1470 1 69, 859 2 69,518 33
d) New Jersey_ 6,30 | .. 6,343 1 , 062 64,030 3
e) New York 16,335 3m 12,610 1 99,664 2,514 96,253 89¢
f) Ohio. 1.60; 188 1,188 217 32,285 n 32,166 4
£) Penns; 3,644 264 3,379 1 57,648 106 57, 30! 23;
h) Texas. 1199 185 784 230 28,704 9% 28,102 50i
Footnates on p. 83,
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by sources and by intemal revenue regions, districts, States, and other areas—Continved

|10 thoussnds of dottars. See table 3, p. 86, for tax rates and further breakdown of national totals by saurces]

.

Tobacco taxes

Stamp taxes on documents, other instry-
ments, and playing cards

'S:‘md and Ituns!m
Internal revenue regions, districts, States, and othes of "::!snu'l ‘rm?:lq.
sroas! Manufac- stack, foreign insur- Playing
ed by single districts indicated in Totat Cigarettes? | Cigars® | tured | Otherss | Total ance policies, an siiver
(S;lll’e:""r‘:g:t:e':tlm Io¥ ol’i::, ‘States shawn at battom of tobaceo ¢ deeds of conveyance | 0t
table) Sales by | Sales by | transfers
st | district
masters | directors
Qn 28) 29 (30) @én 32) (33 (34)
United States, tetal. 2,010,824 | 50,232 | 16,38 2,100 | 149,863 8,493
1,283,212 | 1,263,168 | 13,18 5,293 G , 030
668 ) 1,450
1,271 (* 730
1,984 g 5
1,263,144 ) 4,620 552 g
2375 0% iyl 2.8
98 1,673 62 1.0
o ? o] i
Boston o122 7227 227 (assachsseitsy, .- 1oL . 12 8 2| asm| Lol
; o 225 1 ) 1,3 { ﬂ%g
Partons SN-w i [¥) 193 135
Providence. _ - (Rhode Island) 3 *) ) 319 198
Chicago reglon . ..o onnnozcocezacss o2 1,13 23| 16,002 3,718
Chi See (b; i2 L16 7 10 704 1,49
Michlgan). 623 734 10 2,71 1,258
- {Wisconsin) . 36 15 6 2,21 1,021
. (See (b) below). .. 1 *) 31
| B I -
Cincin e (f) below, L .
c bel 1,964 468 8 50 .. .|
i L 0| | Cwle| BB
391, 504 g . 3 o
Lo N ¢) 2| s mi 3
Richmond . 363,747 360,047 1,664 2,032 4 1,547 1,311
lon. ) 0 > H 4,600 4,1%
New Mexico). 34 193
Sea :) :B:Wz ........... 103 ] 102 ) (&) :1‘245‘ 376
0} 3 .
it ™ e
(CT LT I 813 .
Okr:lgrvna City. Oklahoma) 1,104 740
Now York Clty regien. 58 1 125 “ 76| 85,19 1,824
Ibany. See (o) bejow). 45 45 185
Brooklyn. 's) below) 22 21 472
uftelo. e) below)_ 2 ™ (&) 652 | 21T
Manhattan. 0) betow) 453 3 us 3B 267 | 53,628 1,824
yracuse. ‘o) balow) 36 1 28 8 262
[ 12 -~ *) 3,334 4,997
(South Dakota). : };g lgg
"""""" (wy‘""'"')"" ¥ @ 1,208 769
tow é'; ™ 837 832
North Dakota). ) ® 139 126
See (c) below). zg{
'See (c) below}. 305 884 1,706 1,405
bele . G g g 2,317 663
g::‘.'::::# . “ o i Y 687 532
.................... 26,070 5| 23,95 1,03 1,079 | 10,530 , 214
Maryland and D.C.). 51 3¢ 1 20 1,939 1,015
ae (d) below)_ 900 900 194
ee (d) below). 818 41 peid 48 2,437 1,544
00 (F] . 9,545 ") 8.247 287 1,010 2,957
oo (€ 1,4 gl umi Twll O ] I
ea (g) below)_ : X L2 5
N m [O) n 30 72| 2068} 13,193
‘Alaska), ™) (@) 76 73
Idaho). . 219 184
(Montana) 5 5 g;g 2(1)(7)
Hawaii) 1 -
.......... S below)......._... 48 o 21 3 5.473
oA ] “ R B TR
Oregon). .
Mooy ¢ 490 u7
" (Reo iy G 7 6 2] 1w
. ‘s“ i — 5 1,835 565
Offica ut .- 4080 (000 490301 (9 oo ] [ [
Puerto Rico. 4,930 4,930 ™ - e
{11 SRRSOV IS (U RTPRTT SEEIPIY SEEPE 86 8
. . Totals for States not shown above
Calltornia_..._........| 1o g 28 30 s2| 1,703 10.713 6,355 35
;) llTln:lT_r 1,186 [.. 4 13 1,146 7 11,019 1,436 8,283 l.Zgg
c) Missourl 905 11 894 *) 2,256 1,405 815 i
d; New Jjersoy. L1715 940 77 48 2,630 1,934 669 2
0) New York ............| 558 a3 185 64 2% 55,199 1,824 53,094 o 550
% Pemspivari A il A Bl i 0B 555 o
ennsylvani 8 5 . N , .
gﬁ; Telll{.,_ 103 (4] 102 (&} *) 5,297 2,041 3,255 M

Footnotes an p. 88.
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Table 1.—Intemal revenue collections by sources and by intemal revenue regions, districts, States, and other areas—Continved
(In thousands of doliars. See tabie 3, p. 85, for tax rates and further breakdown of nationai totals by sources)

Manutacturers' excise taxes

Internal revenue regions, districts, States, and
other areas

parentheses; totals for other States shown at bottom
of table)

Total

o5

Gasoline

Motor

Tires (wholly
vehicles,

orin gm telovision
of rubber), chassis, | sets, phono-
inner tubes, | bodies, parts,| graphs, com-
and tread | and acces- | ponents, stc.
rubber

an (38) 39 )

Radio and

Lubricating
oll, etc.

sories

trezers, alr
conditioners,
otc.; eloc-
tric, gas, and
ol) appliances)

“n

Other 14

Atlanta regl

Beston region

4,410 398,860 ( 2,087,162 184, 220

Atlant

achson.

(]
Fiorida). .
Nashville. ... Tennessee,

(Maine).

Augusta..
gns;yng_t. Y

urlington. ..ooooeeeo. ermont).._..________|
Hartford g i

iNuw i

Providence.._......._. Rhode Island)..

- gs.u (b) below)_
n).___

- (Michigan)_

. (Sea(b) below).........

Springfield. ...
reglen.

Cincinnati

Clevelan

(Ses ?) below).
See () below).
jana)

Parkersbu g,
Richmond

Kentucky). ..
West Virginta)
(Virglnia).

Little Roch
New Orleans
Qkizhoma City.

) below,
) below)
) below,
#) below,

4% 384 L -3
1 1.03 {l

ce of
Puerto Rico. .
Other

Totals for States

not shown above

;§ {inats

322,856
445,939

273,813
271,983
43,283

3
16,017
888
13,155

13,478 5.547

Footnotes on p. 88.
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Table 1.—intemal revenve collections by sources and by intemal revenue regions, districts, States, and other areas—Continued
Iin thousands of dollars, Ses table 3, p. 86, for tax rstes and further breakdown of naticnal totals by saurces|

Retzilers’ exciss taxes

Miscellaneous excise taxes

Admissions
tricts, SI an eas *
Internal sevenus regions, districts, States, and other areas Tollet Theators. P Club dues
(smu reprasented by single districts indicated in paren- | Total | Lugeage, ) Jewelry, | fury | prepara- | Total | COMEOrts, | corgens, fand initia-
theses; totals for other Statss shown at batiom of table) ete. otc. tions athietic cabarets,
contests, e, fees
ete. o
“3) (44) “s5) 6y “n (48) (*9) (50 (51)
United States, total.....ooumeenooieeiiemiaanaae 443,588 ) 74,019 | 121,902 | 29,207 | 155,351 1,619,656 | az,7e0 | 39,784 n,om
At reglen. . 18,180 3 17,913 1,641 ( 11,856 | 189,433 2,492 3,222 7,018
Atlanta... Georgia, 6,377 1,258 2,917 246 1,955 97,484 323 3l 1,010
Alebami 4,006 610 2,016 27 1,103 , 61 53 8! 604
2,585 418 1,190 98 280 , 644 7! > 504
North 7,206 956 , 736 308 2,206 14, 642 31, 1 1,146
Mlnlulppl) ............ Cemnne 1,740 08 736 74 623 2,713 1 7 281
Fintida) 10,392 1,797 4,853 32 3,420 27,061 1,53 2,47 2,296
Tennessee). 5,874 1,316 2,472 316 1,770 7,213 17 11 1,113
26,793 4,006 (11,057 1,588 | 10,171 | 82,406 2,24 1, 500 4
. 855 144 48! 274 1,399 [ 13 151
Maasachi 15,275 2,653 6,737 951 4,934 85,826 1,409 1,01 2,147
Vi 363 217 16 0 12 3 97
Harttord y 7,330 708 2,221 336 4,003 21,73 23 35 1,909
Now 1ol 342 5 194 , 006 18 22 140
P Ritode Isiand). 2,207 49 1,055 118 686 1,627 33 238 355
Chicage reglon o0z4 [ 19,672 221 so0m | 18,081 201 4,25 5,033 8,171
Chica, -~ (See (h) below). 32,083 , 045 12,405 3.349 9,283 1 124,624 2,44 2,39 4,484
ulmﬂn (Michigen, 15, 367 2,393 , 964 1,099 5,910 , 896 1,25 1,54 2,994
Miiwauker Wisconsin; 5,685 2,403 1,832 2,218 45 67 958
Springfield. Ses (b) below). 2,989 396 1,448 120 1,025 9, 503 1 49; 738
regien. 37,418 5,610 | 17,188 1,897 | 12,719] 11,28 2,419 2,803 7,533
incinnatl See ?) below). 10,015 1,964 4,110 7 3,465 14, 851 457 €70 L35
Claveland. . See () below). 9,604 1,242 4,264 572 3,526 55,651 83 1,013 2,369
i R indiana), 7,449 1 3,990 362 2,181 28,724 33 645 1,18
Louisville 458 1,485 149 347 12,374 36! 9 797
283 919 8! H , 600 24 98 428
Richmond 748 2,419 249 1,936 21,09% 17! 87 1,412
Dallas region_ 4,425 [ 17,859 1,551 | 1,116 | 80,240 1,283 1,934 6,568
122 483 3 24 , 873 117 286 224
1,309 4,881 376 3,320 21,310 7 475 2,009
1,484 7,9 & 3,146 26,229 436 409 2,196
307 9! 7 28 , 840 101 173 361
112 1,955 3z 1,957 18,262 173 5719 923
531 1,472 147 1,441 , 725 86 12 854
19,503 [ 33,928 7,523 | azsu) 527 am3m 4,90 16, 650
920 636 , 941 318 469 658
1,687 3,159 708 2,729 12,957 3,085 72 2,741
1,991 1,646 ,777 437 508 1,205
16,278 23,480 6,113 37,214 | 259,780 10,273 2,851 5, 506
4,378 17 60K , 072 208 300 539
7,79 | 18,207 2,47 | w7517 243,0m 1, 94 1,1 5,925
outh muuu) ................ 83 395 96 , 760 L 70
Wyoming), 469 52 238 67 , 48
3123 395 1,467 2 31 54,61 309 8 822
wa)... 3,394 476 1,627 1 1,141 , 88! 8 1 691
Vorth akts) 881 83 28 1,13 1 “
en (c) below). , 415 728 2,218 3 2,148 28,04 189 3 586
). , 432 62 an 1 63 39, 121 171 2 352
ae{c)balow). ... ... 10,129 4,082 2,916 8 2,320 85, 41 369 3! 1.125
i .. ,931 1,140 3,837 5 2,384 18, 708 9! 1,247
Kansas) 774 kl 1,199 11 1,114 9,17 55 164 aul
40,478 6,289 ( 11,220 3,499 | 13,470 | 143,058 5,21 4,089 9,165
10.223 1,442 4,435 7 3,58 29,701 LS 1,266 1,882
, 255 297 1,133 1 633 , 08 L3 1,027 591
, 248 1,333 3,231 8! 2,826 38, 26 2 72 1,843
10,591 1,697 4,536 11 3.183 57, 08 864 584 2,293
. 737 1,109 2.831 3 2,452 14,79 3 : 1,757
. 866 341 71 13 614 , 950 3 1 415
558 n 282 3 175 172 360 285
5,952 8,130 | 29,502 4,0 26,292 | 257,834 8, 54 12,763 20,272
433 185 167 , 828 1 7 3
1,089 107 432 522 . 833 136 84
842 99 367 331 . 03 207 110
624 273 847 485 . 33. 1 728 183
1,086 4,483 12,591 2,3 11,664 50,79 4,9 3,591 1,367
, 259 264 1,076 . 869 , 18 1 504 512
124 399 1.354 1,276 , 785 1 681 §29
. 053 112 550 350 10,06 3.282 74
, 935 223 732 816 . 38! 73 340
19.811 2,219 8.671 1.0 7,784 | 134,03, 1,939 21 3.157
. 720 864 2,698 23 1,827 31,989 957 692 914
# Anternationat Operstions. ..o Tl 1 1 3,5 | (2 ) 1
Puerto Rico 28 | e el
or, 1 1 1 1,143 *} ™ 1
Totals for States not shown above
, 897 6.763 21,261 3.4 , 448 | 184,828 6,907 6,363 7,524
35,072 7,442 13,853 3,46 10,308 | 134,127 2,550 2,882 5,218
15,544 4,780 5, 11 4,467 | 114,459 558 684 1712
10. 502 1,630 4, 1,04 3, 460 I, 1,660 1,752 2,433
103,778 19,503 33,928 2,5 42,824 | 291,527 14, 382 4,901 19,650
19,619 3.208 8.3 L0 6,991 70.501 1,293 1,682 3,748
19,195 3,146 8,138 1,6 6,250 75,827 1,634 1,00 4,465
‘) Texas.. 23,032 2,753 12, 9i 6,466 47,540 806 884 4,205

Footnates on p. 82.
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Table 1.—intemal revenue collections by sources and by intemal revenue regions, districts, States, and other areas—Continued

|n thousands of dollars. See table 3, p. 86, for tax rates and further breakdown of national totals by sources}

Internal revenue regions, districts, States, and other
areas !

Miscellaneous exciso taxes—Continued

Toll tele- | Wire mileage| General Transpor- Use of safe ( Coconut and Olesel and
(States represented by single districts indicated in | PhON® sei- | service, wire| telephons | tation of depasit | other vege. Sugar special
parentheses; totals for other States shown at bottom | Vvice. tele- | and equip- servics persons U 10X tabla oils motor tuels
of table) :ln%'l'n c:ble ment service processad
) G [ED)] (5 (56) (CD] 8 59)
United States, tetal__._.._..._.....____.... 9,246 25,372 515,987 am, [T} 1 9,350 113,012
ttants reglon , 842 1,254 84,640 [+
Atlanta. . Georgia). 31,672 851 43,043 lzlL, 754 g - * :::4’; :’;ﬁ
1 Mlb.lma) 222 135 496 412 -61 2'; 5 14
Columbia ). 4 50 508 175 3 3 6 1281
Graensboro.. Norm cuolma) 2,529 90 5,180 1,395 34 N n 13
ackson 0 5 112 10 ~22 ) | "665
Flamm 3,61 ns 4,321 7.879 181 - 23 1,412
ashville. 758 4 970 196 -137 '; o) 1,532
Best: n.830 L5 zm c,A}g n; 2,743 2,6m1
Tl
15,422 314 24,731 4,184 244
E Vermont) ] 1 62 118 2. b i
. 5,943 953 801 1,907 122 280
New Hampshire). 3 2 43 37 1 150
o Rhode Island). Q) . 32 4 121 9 135
| 35, 2,815 71,194 49,43 43 I 1,
hi See (b) bel 18,451 1,155 856 43,556 427 4 ! sn::;;
Michigan). 10,135 971 23,214 613 25871 . 1,194 1,879
Wisconsin) _ 5.285 34 9,968 133 148 '; 137 1,201
o See (b) below) 2, ‘: 44 3,096 87 m ) 932
egion. 30, 1,868 52,147 a2 O
Cincinnati. ; below). 3.104 173 ;:529 2 188 f } N e u';‘si
Cleveland. . _ 777" 1) below. 222 13,084 a1 21,581 6,347 208 *) 175 4,812
ndiana) 6.841 2n 10:825 780 146 3,049
ouisville (Kentucky) 1,143 36 1,748 3.877 3 3 7212
1,487 214 3,958 39 3 "732
4,671 532 8, 506 1,604 1 2,087
s 453 5,251 %1% ] [O) 15,643 19,733
1,421
4 1 452 112 136 3454 9123
3,64 1 3,681 1,87 130 ... 726
8! 443 9l 7 (&) s? 882
9 198 78 4 188 883
. 5‘ o : 3 341 27 4 3,697
, " 76,804 , 166 .
Soe (e) beiow) 657 24 gt Lo byt I
o) h!lowg 2. 4 3,375 222 [&) ) s21
o i ud| AR ap B &
) . 3 5 8 35,231 3
710} bulnw; u’w 443 1,469 55 ) b 5‘!835
™ ™ 3,175 4, 0% L 1 13,
outh Dakots). 150 =0 259 £5 25 ot ‘“m
yoming) 37 6 28 1 12 1,859
12,56 767 17,968 521 65 13,109 1,219
owa)._ ... 1, 34 12 1,875 5 13 [¥) L34
orth Dakota), 1 280 1 1 "285
See (c) below). 28 417 23,78 8. 728
13,64 34 19.838 2,08 6! i 1,106
32,006 1,4 45.205 1,926 11 450 1,569
913 1,266 9,598 128 1 1,285
’;. l‘zz kA 1,240 2,314 93 1,285
3 50,977 1, 22 Y
Maryland and D.C.) 5214 x‘293 3,610 4,151 12 o (“) b l}:;;;
o0 é‘ below) 31 81 4 302 B '; 376
il 11,658 224 14,827 1,430 22] 3 [ 2,043
80 (g) b 10, 855 1,050 23,708 5176 2 " ‘).379 3,250
1,306 133 2,303 382 16 " 4,754
439 4 24 229 5! . 520
xs !: ) " 1 14 2; * 99
, 4. 1, 56! 23,7801 19,578 153 1 0,96
515 13 400 426 b 25 1
68 7 98 51 23 679
138 33 113 72 32 613
660 33 1.919 1,106 20 71
9,901 318 9,827 7,856 287 [§) 5,227
11 48 62 77 4. 1,360
384 15 661 221 8 (&) 1,757
81 B 56 546 1 806
y. . 114 [ 95 46 2| 6,677 931
2n Funtlm Sen (a) below) 34,34 833 56,005 7,789 47 . 12, 8,807
eattie. . ___ (Washington). 9,129 25 13, 546 1,289 13 E'; *) 853
SUSARRURUUREN SN RSN ISR 1,008 bt *
1,048 8
Totals for States not shown sbove
42,236 1,150 5,832 15,745 763 (&} 12,584 13,834
20,544 1:139 37,952 43,64, 538 ) 16 7,591
32,286 1,452 45,622 25.677 155 450 2,357
11,689 3 14,831 1,733 301 3 (3? 2,419
59,114 11,926 76 844 56,166 1,080 " .231 12,289
16,189 615 21,111 6.531 321 " 5,766
12,600 1,187 26,534 5779 480 . 4, 381 8,523
4,188 291 4,152 8,701 266 3,454 12,849
Footnotes on p. 88.
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Table 1.—intemal revenue collections by sources and by intemal revenue regions, dishiets, States, and n'lm areas—Continved
(10 thousands of dollars. See table 3, p. 86, for tax cates and further breakdown of national totals by sources)

Miscellaneous excise taxes—Continued
Internal revenue ",,'.!',’".".ﬂ’f"“" States, and Nll(ﬂi:‘Iu and| ?o:n-oper; Bowling Wagering taxes ] use :,“ on ather 2&?,?:'.1:‘;
marihuana, | ated amuse- alleys, Wﬂl 'l way
ncluding | mentand | fpiec ate. | Occupa- Wagers motor
represented by single_districts Indicated in [ ¥ o f : ot
(s:::mhav:’u totals for other States shown at bottom “"‘x:’:'ﬁ nal e tionat vehicles
of uble) (60) (61) (62) (63) 64) (65) (66) (4]
520
United States, total. ... . ... 1,153 29,253 4,897 $31 5,187 9,4:
o 108
T i bt b g 60 1,605 1
Atlants eorzin) i 05 i % s y
Columbia. outh Carolin: 7 569 :gt‘ ﬁ ) Ug 3
Gresnsboro. North Carolln 1} JZ 3 B 2 ®
i 8 B8 gl 7
(Tennessat 10 L
ashvills. 2 Lase -
’ 14 1 5 N
b v/ L (aine) T ’ 30 1 [0} 1 ate ;
Bostone - M 1 165 16 4 20 2,096 .
Borimi 1 i 182 )
55 7 25 1,223 30
31 2 i3 24 1
is ; 3| wim i 2
34 d
3 % 23 il 172 4,319 13 270
27 181 258 7% 5193 21 19
1l 27 1 -6 231 [ 3
7 302 100 89 1257 5 &
” 2,408 [ 7 1,28 12,24 3% ]
1 '262 1 9 1,795 4 z
1 312 190 1 16 4,080 1l s
3 593 1 3 b 3,088 B
609 1 18; 9 6 2
3 463 1 1 10 ! 2
20 166 1 58 1,578 R
8 1,801 4 8 42! 11,093 40 A
40 1 n 2 K
H 130 1 8 3133 10 7
1 57 1 £.020 W18 .
348 6 970 (&) O
. LI T A
150 .
E] u: 7,03 42 144
New York City reglen. !e Aﬁ Ll I; . ? 4 o ? g
Biooh 1 1 11 “ 3 1,762 W 8 :
33 8l 4 3 It Lasal (M 2
LI { | | B
85 0
pLs i, M 1
b e 5 4 i ® [ N i
w8l -
1 4 1.570 H 60
104 t Lése 3 ® 2
> e ) 1423 3 19
e 5 1,103 44 4
i § 1 1.570 1 -1
c) below). . __..._.| 4 };; § I 370 . i ;
n 105 2 1 1,373 ¢ -
50 3,87 65 & a4 12,887 Ig l'!ll
14 24 10t | 53 1,576 siz
7 ’ 5 12 1,000 1 i
158 14 15 2,567 2 50
5 1i 1 226 3889 4 10.0
13 17; 1 150 2,218 2 -9.839
L] 4 1 1,003 2 =30
1 i 2 303 2 B
135 6,637 L[>~ 184 1,65 15,5 " *% - t
) 1582 1 . 4 E: I o
1 . :
3 1% 1 ) 2 4 a7 . 6
4 156 22 308 )
59 5 208 g 578 » 2
H H H 2 1,828 L 10 1
1 4,15 1 % 229 (22 2
5 2 2 3 8 6§03 U ot
(. below) 41 220 14 1 5.075 3 1
;w.:m )n: 10 912 7 100 57 1528 2 i
Office o1 (8]
Ri & i 35
it © ! 62,541
Undistributed depositary receipts 7.
Totals for States not shown shove
8.855 63 -608
s) Califo 100 a2 E) 8 2 585 6 o0
n; 41 702 36 15 7 %
3 Misso 53 217 116 [ 23 B
8 IR I [ (R A 1
b 1IN 1 B
B Feaaytan H it 242 10 8 7,153 28 L]
Footnotes on p, 88.
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Table 2.—Intemal revenue collections by sources and by quarters

{tn thousands of dollers}

Quarter ended—
Source of revenue
Sept. 30, 1962 Dec. 31, 1962 Mar. 31,1963 | June 30, 1963
W @ (0] (O]
Grand total . 23,584,939 20,832,143 29,011,153 32,497,160
me tax 11, 4,488, 766 4,321,528 7,021,033 6, 504, 805
tadividual Inonmu and taxes, total. 15,234,246 12, 650, 665 18, 220, 850 21, 886, 296
tncome tax not withheld 43, 2,559,876 762,972 4,099, 65 7,782,057
income tax wllhhuldlnd old-agoand dlublllky insurance 343, 12,522,433 11, 742,539 13, 054 13, 547, 023
148,821 142,284 501 142,038
Inxmlnca 2,870 927, a1 15,158
Estate tax, 458,296 442,790 531,549 538,879
Glft tax . 5,954 20,637 182, 006
Excise taxes, total . 3,396,385 3,411,205 3,217,074 38, 385,073
Alcohol taxes, total 836, 624 968, 565 736, 568 899,839
Distliled spirits¢_ 576,492 756,10 536, 259 638, 144
Wi cordials, etc. . 822 28,931 24,401 27,578
Beor 237,310 183, 460 175, 808 234,117
Tobacco taxes, total®. 516,010 523:402 488, 469 551,356
Cigarettes. 498, 544 504,945 l7l !lO 532,725
ars. 12,906 13,704 9,813 13.808
Other 4,559 4,753 4,347 4,822
Stamp taxes on documents, other instruments, and playing cards, total. 36,220 35, 520 37,4 39,885
issues and transfers of bonds of md-huﬂnm or capital stock, foreign insurance
pnllcm and deads of convayance: .
11,008 10,797 12,979 10,902
3. 23,383 22,420 22,066 26,816
sitver bullion transters. 1,829 2,303 2,358 2,168
Manufacturers’ excise taxes, total 1,433,487 1,301,308 1,497,756 1,372,787
asoline, 640, 207 58, 545 620, 652 872,912
Lubricating oil, etc. 19,994 19,951 16,705 17,760
ires (wholly or in part of rubber), mnu lubcs and tread rubber _........._._..._ 106, 152 100, 338 99, 260 ~93,109
Motor vehicies, chassis, bodies, pa . 532,597 384,528 618,353 1,683
d talevision zats, phunomnha 38,940 48, 081 48,894 47, 308
tors, freezers, sir-condilioners, otc.; .Ieelnc, u:, and oil eppliances. ........ 37,607 28,272 28,016 35718
57,990 0, 593 65,876 , 213
Retailers’ excise taxes, total 101,130 93,644 156,332 91,953
Luggago, etc..... 19,032 15, 592 25,528 13, 865
Jawsiry, atc. ﬂ 9 E 36,510 68,246 2,179
Furs_ .. , 364 13,489 6, 683
Toilet 37 380 36,178 49, 566 35,227
Miscellaneous excise taxes, tota! 457,597 419,022 378,014 355,024
Mmlulnm
“ 10,971 13,090 9,154 9,574
oof 624 10, 506 9,912 9,752
club dun and immlmu lun 19,775 15,111 14,82) 21,838
lephy uluuph cable, radio, etc.; wire mileage service, wire
92, 471 96, 660 88, 799 , 637
phom nrvim 129, 871 134, 550 125,532 126,036
nn of pluam "o 73,070 76,533 54, 351 29,914
r 0383, 1,622 1,608 1,557 1727
Cmnu' and other vumblu oils processed, 4 2 -
24,557 28,287 23,284 23,715
d special motor fusls. 27,654 27,493 30,825 , 040
Narcotics and mll"llnnl including occupationaltaxes_ ... . 11T 01T 275 209 174 496
Coin-oparated s and nmmg devices. 13,222 1,281 1,150 4,601
Bowling lllm pnol nbl 3, eic, 2,962 @3 299 1183
Wagering taxes:
227 <103 57 14
Wagers. 1,358 1,230 1,328 1,210
Use tax on highway motor vehicies 49,768 11,747 18,624 19,341
Other 17 125 167 82 136
Unclassifiad excise taxes:
U i 944 883 124 1.759
Undistributed depositary recaipts © W, 37 68,859 —13,133 57,438
Footnotes on p. 88,
8
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Table 3.—Internal revenue collections by sources, fiscal years 1963 and 1962
[In thousands of dollars]

® Fiscal yoar
- Source of revenue
1963 1962
(0] @
Grand total, all sources. 105, 825, 385 99, 440, 339
rant e
, 336,134 21,295,711
Corporation incoma taxes, total 1. 22, 336,
Regul 2, 33:3% 21, 29?. ;191
egular §
Exsmpt organization business income tax L L :
Individual incame and taxes, total 67,99, ::7 63, 3?; ;:
fncome tax not withheld €539 . ... ... .... ;f%gg 93; }; gw,:u‘
income tax withha!d and old-age and disabillty insurance, total 3 ¢ £ ¥ , 266,
50, 289, 180 46,308, 529
Receivad with mun,u. 5 e 55 508 ]
L S SR T LT Ol 571,644 564,311
Rallr Rl‘l‘lmad employment compensation tax; employers' tax 714 pemnl employees’ tax 71§ percent (prior to January 1, 1962,
634 percant each); both ummua on taxable portion of wages 57,957 7,130
Received with returns s 4700
Raliroad employees’ repmnnhuv- nx 1435 percent on taxable portian of wages {prior to January 1, 1962, 1334 percent).. 21 21
f 4 ersons taxed 3.35 percent on e portion of wages, effective January 1,
U"l';g In’;’v‘ﬂ“:;::‘;‘::n‘x”ég‘!lvﬁ? fsﬁl u; 3“ ::l‘x!i% 1 percent, respectively); credit atiowed up to 90 percent of tax for contri- s 464 o769
botions to State 3 3
F.:ms nx owdualed rates from 3 parcent on first §5,000 of net estats in excess of $60,000 exemption to 77 percent on portion over Lo7teut L196.227
h taxes. 7L , 130,
cm m udnntndd::t.cliofvr’:r: tzn;‘s ::ue(‘:n lu;: $5,000 of net gifts in excess of $30,000 exemption to 5734 percent on portion over. 25,843 238,660
. € x:& 0, ; 53,000 annual xcluson for each donee 13,403,737 12,752,176
' N xCl xes, {0
Aleshol taxes, total. 3,441,656 |- 3,341,082
30
Distilled spirits taxes, total. 2,507,068 2,423,3 -
459,157 431, (4
collected by Customs, rates same as domestic). )
{)Tm'x"i(sw 50 :m zmv nllon or wine gallon when below proof ¢ 2, ogg g{g I.Sg;‘ g{)g
Rectification, 30 cents per proof gallon®,. 3 ,
I
Oee :::::vmgn ‘manufacturers of splrits, $25, $50, $100 per year ___ 7 87
IL:;:"“" 20,000 proof gallons, $110 per year. 2 zg
0 proof gallons or more, $220 per year. 1.2 o
Retail dulm ln liguor of medlcinal Iplllt! s.u per year. . 238 350
Wholeaale liquor deslers, $255 per yea 5 5
Soi Mlnumtulzim nv‘ﬂllls, $55 per year. Leg Lom
efzures, Denalties, tc. ... A s
sunn':;.' §27 each H
Wines, cordials, etc., taxes, total 103,733 0,92
7,951 7,658
by 3, rates same as domestic). : . )
" 325.".','&': f&mﬁfu yl?":::r;, arl cents, $2.25 per wine gallon; sparkling vines, $3. ially carbonated wines, o3 920 0.3
! $2.40; iqueurs, cordals, 51.52) , ,
Occupational taxes: L8 L1538
¢ wines or In wines and bear, $54 per year. , ,
! gf‘holu d’: ;In In wines or in wines and beer, $255 per yaar i1 33
Beer taxes, total. 830, 855 818,030
4,651 4,056
Importad (coliected by Customs, rates same as domestic) X E
N Domxuc, xs ur hlml of 31 gallons ¢, 820,761 809,4%
: Dccuga tiona! ta:
Tawers. 40
L 500 baml:i ﬁs per vnv 3 b
lel ov m" A‘nn p“’ (mcludn fimited retai) cealers in wines or beer, $2.20 per month). .. 4,:;3 3, g},g
Wnolmlu dnlm ln eer, 8123‘9-1 9
3
Tobacco taxes, total, 2,079,237 2,025,736
Cigarettes, total 2,010,524 1,956,527
Ciass A {(smail), 34 per thousand SO, Z.p)lO,SII 1,95, 52!;
' Class agum), $8.40 per thousand . 8 -
Cigars, total, 50,232 49,726
! 4
Largs cigars, classified by intended retail prices, total ¢, 50,094 49, 58
55 £6
A (Retatling at not over 234 cents wach), $2.50 per thousand . 5
c'.m“ gD:'.v Z";z am: not ovzrl cents each), $3 per thousand . . lsgg; [l)g;%
Ciass C (Over & cents, not over 6 cants each; $4 per thousand . P 0.8
Clasy D%Ov:r 6 cents, not over 8 cents each), $7 per thousand_ e R
Class E (Over 8 cents, not over 15 cents uchz, $10 per thousand . . S HE
Class F (Over 15 cants, not over 20 cents each), $15 per thousand. ... 21352 s

Class G {Over 20 cents each), $20 per thousand

Footnotes on p. 83,
86
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Table 3.—Intemnal revenue collections by sources, fiscal years 1963 and 1962—Continved
1in thousands of dollars)

Fiscal year
Source of revenus 1963 1962
m @
Excise taxes totai—Continued
Tobaceo taxes, total—Cantinued
Cigars, total—Continued
Small cigars, 75 cents per thousand 137 124
) 17
Tobacco materials, tabacco products, lnd uzmua papers and tubes ke 1,434 2,052
Mxnunctuud tobacco, 10 cents per pe 16, 381 18,696
gbum papers and tubes, papers ; unl per 50; tubes 1 cont per 50. 662 735
acco matarl:ls—Vlol-tlonx sec. 5731, Internat Revenue Code of 1954 _ 4 1
Stamp taxes on documents, other instrements, and playing cards, total 149,069 159,319
Issues and tunslers ul bonds of indebtedness or capitat stock, foreign insurance policies, snd deeds of conveyance: 1t
Sales by postma: SO 45,687 42,321
Sales by district dl!ec(ou . 94,685 108,313
Playing cards, 13 cents pes pack........__.. ... 2 1 11 TTIITTIITI I 8,574 8,625
Silver bullion transters, 50 percent of profit. 124
Manufacturers’ excise taxes, total ® 5,610, 309 5,132,949
Gasoline, & cents pes gallon. . 2,497,318 2,412,714
Lubricang oll, etc.. 6 cents per gallon: cutting oll, 4 cents. 74,410 73,012
Tires (wholly or in part of rubber), inner tubes, and tread rubber
Tlres, highway t[ype 10 cents per pound amer 5 cents per pnund except Jaminated tires (other than typa used on
ighway vehicles), | cent per pound. 355,767 322,331
Innuv tubes, 10 cents per pound . 19,478 12,112
Tread rubber, 5 cents per pound 23,615 22,088
Motor vehicles, chassis, bodies, parts, and accessaries
Passenger automobiles, chassis, bodles, etc., 10 nmanl_ i, 559 510 1,300,440
Tm:ks and buses, chassis, bodies, etc., 10 pe 303, 144 57, 200
s and accessories for automabiles, trucks, el: 8 nemml . 224, 507 198,077
adlo -nd tulwlslnn sets, phonographs, camponants etc., 10 percy 184,220 173,024
sezers, etc., 5 percent; sell conhlned ajt- condhlnnlng units, 10 nercem , 48] 54,638
eciric, gas, and oil 5 percent . . 68,171 66,435
istols and revolvers, 10 percent 1,618 L7114
nograph records, 10 unrcen - 27,421 24,302
usica 10 p 20,175 19,081
rmtlnz goods (other m:n hsh . creels, etc.), 10 percent 18,099 15,541
ishing rods, creels, etc., 10 percent. , 300 6,090
Business and store machines, 10 percent 74,845 81,719
ameras, lenses, film, etc., 10 pmem nouunnld type projectors, 5 percent 25,205 5, 307
lectric light dulbs and tubes, 10 pe 35,998 , 998
Irearms (other than pistols and nvulven) shelis, and cartridges, 11 percent. . 18,235 14,915
Mechanical penclls, pens, 10 percent lighters 10 cents per lighter (31 o1 mnra) 10 percent (less than $1)__ 8.674 8,413
Matches, 2 cents per thousand (but not to ex:end 10 percent of selling price); fancy wooden or colored stes
thousand . y 4,102 4,667
Retsilers’ excise taxes, totai 31____ 443,558 421,163
Luggags, etc., 10 percent. 24,013 €9, 384
Jewelry, etc., 10 percent. . 181,902 176,023
Fun, 10 nment - 29, 287 1,183
Tail 10 percent. . 158, 351 144,594
Miscelianeous excise taxes, total 3. 1,619, 656 1,570, 258
taxes, total 82,583 W
Theaters, conceris, athietic contests, etc.:
Admissions, 1 cent for each 10 cents or ma; jor {raction thereof of the lmmml paid in excess of §1 M, 41,688 38,100
Ticket brokers safes, 10 percent of amounts in excess of box office p - 552 582
Leasas of boxes or seats, 10 parcent of the amount for which simitar 422 34
Admissions 30ld by propristors in excess of axuhlxshod price, 50 pumnl of such excess, 127 183
Roof gardens, cabarets, etc., 10 percent of total paid fo services, stc. 39,794 35, 608
Ciub dues and inltistion fees, 20 percent (if duu or fees .u ln excess of $10 peryoar) .. .......o...iiooiceeio. 71,097 69, 452
Tali telephone service, telegraph, cable, radio, etc.. 10 pes 339, 245 325,111
Wire mileage service, 10 percent; wlru and uqu:pmenl lerwu Bpercent. ... i 25,372 25,455
General lnlephone service, 10 percent. ..__..___ - 515, 987 492,812
Transportation o
Oif by mpnline 415 percent; repealed, effective Au 9( 1, 1958, 49
Pu ns, 10 percent; repe: ua effective Nov. 16, 1962, sxcept on sir transportation which was ruducld ln 5 percent. 233,928 262, 760
perty, 3 percent of nmaunt pmd except coal which is 4 cents per ton; repoaied, effective Aug. 1 451 568
Use u! uh deposit boxes, 10 per 6,514 6,679
Cocnnul and other ventlblu oils nmceued 2 cents per pound, 12
uga 4 cent per 99,903 .96, 636
Dluul and sumnl motor !nlls l cnnls ner gallon (in some instances 2 cents per gailon) 113,012 105, 178
Narcotics an; - 1,153 ,083
Narcoties 1,085 1,040
68 43
Coin-operated amusement and gaming devices, $10 and §250 nor device, per ye, 20.253 13,617
Bawling afteys, pool tables, etc., 320 per alley or tabla, per ysa 4,897 4,184
Wagering taxes:
Occupational tax, $50 per year. 531 580
agers, 10 percent of amount wagered 5167 5,348
_______ 99, 481 79,761
Azfullemed and mocusa or nuuvmd hunen filled cheese, butter and i and impertad) 10, 7 32
Firearms transfer and 54
Unclassified excln mu
, 71 3117
Undlstrlhumd deposntl T e . ag, 54? 98,351
Footnotes on p. 88,
87
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Table 4.—lIntemal lections by principal sources, fiscal years 1940 through 1963
{in thousands of dollars)
Income and profits taxes J
- Total internal Estate and Alcohe! Tobacco .| Manufactur- | All other
Fiscal yesr ended e Corporation | Individual taxes ¢ gitt taxes taxes ¢ taxes s ers’ exciss taxes
mn K collections Total income and incoms
profitstaxes?)  taxes 3¢
m () @) (O] ®) (O] (9] ® (o)) [e]

105,925,395 | 75,323,714 | 22,336,134 | 52,967,581 | 15,004,485 | 2,187, 457 3: 441,656 | 2,079,237 | 5,610,309 2,278,536
, 440,839 | 71,945,305 | 21,295,711 | 50,649,594 | 127087171 1 2,035.187 | 3,341,282 | 2,025,736 | 5,120,340 2,264,817
84,401,086 | 67,917,941 | 21,764,940 | 46,153,001 | 12,502,451 | 1,916,392 | 3,212,801 [ 1,891,117 896, 802 1,963, 582
91,774,803 | 67,125,126 | 22,179,414 | 44,845,711 | 11,158,589 | 1,626,348 | 3,193,714 | 1,931,504 | 4735129 2,004,394
79,797,873 , 826,254 | 18,091,509 | 40,734,744 | 8,853, 744 , 352, 98 3,002, 0 1,806,816 | 3,958,789 1,997,282
79,978,475 , 101, 874 | 20,533,316 | 38,568,559 | 8,644,386 | 1,410,925 ) 2,946,461 | 1,734,021 | 3,974,135 2,166,675
80,171,971 . 560, 425 | 21,530,653 | 39,029,772 | 7,580,522 L 377, 2,973,195 | 1.674,0! 3,761,925 2,243,356
75,112, 649 , 636, 164 | 2i 522 1 35,337,642 | 7,295,784 | 1,171,237 | 2,920.574 | 1,613,497 | 3,456,013 2,019,380
66, 288, 692 , 914,826 | 18,264,720 § 31,650,106 [ 6,219, 665 836,267 | 2,742,840 | 1,571,213 | 2,8850; 2,018, 366
69,919,991 | 54,360,014 | 21,546,322 | 32,813,691 | S, 107,623 935,121 | 2,783,012 | 1.580,229 | 2,689,133 2,464,859
69,686,535 } 54,130,732 ) 21,594,515 | 32,536,217 | 4,718,403 831, 2! 2,780,925 | 1,654,911 | 2,862,788 2,647,492
, 009, 50,741,017 | 21, 466, 9. 29,214,107 | 4,464,21 833,147 | 2,549,120 | 1,565,162 | 2 348,943 2,507,933
50,445,686 | 37.384,879 | 14,387,569 | 22,997,309 | 3,627,479 729,730 , 546,808 | 1,380,396 , 383, 677 2,302,119
38,957,132 | 28,007,659 | 10,854,351 | 17,153,308 | 2, 644,57 706,227 | 2,219,202 { 1,328,464 | 1,836,053 2,214,451
40,463,125 , 605, 491 { 11,553,669 | 18,051,822 | 2,476,113 796,538 | 2,210,607 | 1,321,875 } 1,771,533 2, 280, 4169
41,864, 1,172,191 1 10,174,410 | 20,997,781 | 2,381, 342 899.345 | 2,255,327 | 1,300,280 | 1,649,234 2,206, 823

39, 108, 386 | 29,018, 756 , 676,459 | 19,343,297 | 2,024,365 779,281 | 2,474,762 | 1,237,768 | 1,425,260 , 147, 1
40,672,097 | 31,258,138 | 12,553,602 | 18,704,536 { 1,700,828 676,832 | 2,526,165} 1,165,519 922,671 2,421,044
1 43, 800, 388 , 061, 16,027,213 } 19,034,313 | 1,779,177 643,055 | 2,309, 866 932,145 782,511 2,292,108
194 40,121,760 | 33,027,802 | 14,766, 796 | 18,261,005 | 1,738,372 511,210 [ 1.618,775 §38, 483 $03, 462 1,733,655
1 22,371,386 | 16,296, 838 , 668, 856 | 6,629,932 | 1,498 7 447,496 | 1,423,645 923,857 504,746 1,274, 048
H 13,047,869 ., 006, 884 , 744, 083 , 262,800 | 1,185, 362 432,540 | 1,048,517 780, 982 771,902 821,682
1 7,370, 108 L 471, 124 ,053.469 | 1,417,655 925, 8! 407, 0! 820,056 698,077 617,373 430, 564
I 5,340, 452 , 129, 609 , 147, 592 982,017 833,521 350,071 624,253 608, 518 447,088 337,392

See footnatas below.

Footnotes for tables 1-4

Note.—Calendar year figures, by rcgions, districts, States,
and other arcas, for sclected types of taxes, may be obtained
from the Public Information Division, Internal Revenue
Service, Washington, D.C., 20224. Floor stocks taxes are re-
ported separately only during the periods in which the
collections arc of significant amounts, Relatively small

llected in subseq riods arc merged with
the amounts shown for the related class of tax.

*Less than $500.

* Revised.

! The receipts in the various States do not indicate the
Federal tax burden of each, since in many instances, taxes
are collected in one State from residents of another State.
For cxample, withholding taxes rcported by cmployers
located near State lines may include substantial amounts
withheld from salaries of employees who reside in ncigh-
boring States.

? Includes tax on unrclated business income of exempt
anizations,

Beginning with fiscal year 1g57, the United States total is
d to exclude withheld individual income and corpo-
ration taxes transferred to the Government of Guam in
accordance with the provisions of Public Law 630, approved
Aug. 1, 1950 (64 Stat. 392). This adjustment amounted to

$3,816,061 for 1963.
¢ Collections of individual income tax not withheld include

s

taxes reported for Office of International Operations-—
Other.

¢ Includes railroad ploy compr tax and
tax on railroad employce representatives.

77Tax payments made to banks, under the depositary re-
ccipts system, are included in internal revenue coliections
for the period in which the depositary reccipts are issued.
However, such payments are not classified by internal
revenue districts (nor by tax subclasses to which excise tax
payments relate} until the depositary receipts are received
in internal revenue offices with tax returns. Accordingly,
the items shown as “Undistributed depositary receipts”
represent the amount of depositary receipts issued, less the
amount of depositary receipts reccived with returns and
distributed by district and tax class. X

8 Amounts of taxes collected on Puerto Rican’ products
coming into the United States are covered into the Treasury
of Puerto Rico under the provisions of sec. 7652(a)(3) of
the Internal Revenue Code of 1954 Such amounts are
included in overall collections results (tables 1 through 4),
beginning with 1955, and arc shown separately in table 7.

9 Includ ional tax on ers of stills,
rectifiers, wholesale liquor dealers, retail dealers in liquor
or medicinal spirits, and nonbeverage manufacturers of
spirits.

p"' Includes seizures, penalties, etc., and tax on stills or

old-age and disability insurance taxes on ploy
income. Similarly, the collections of income tax withheld
are reported in combined amount with old-age and dis-
ability insurance taxes on salaries and wages. Estimated
D: ional totals for individual income tax and for
old-age and disability insurance taxes arc shown in the
text table on p. 9 and in table 4. Amounts of old-age and
digability insurance tax collections, classified by States, are
compiled by the Social Security Administration as a by-
luct of its wage and income record-keeping operations
and are published periodically in the Social Security
Bulletin.
® Effective for taxable years beginning after 1960, self-
employment tax and taxes imposed by the Federal Insur-
ance Contributions Act are applicable with respect to Guam
and American Samoa. Amounts of such taxes collected in
Guam and American Samoa are combined with similar

88

1 Includ ) | taxes on wholesale and retail
dealers in wines or in wines and beer.

12 Includes occupational taxes on brewers and wholesale
and retail beer dealers.

B Includes taxes on cigarctte papers and tubcs, court fines,
penalties, and taxcs on leaf tobacco sold er removed in

violation of scc. 5731, Internal Revenue Code.

M Includes taxes on pistols and revolvers; phonograph
records; musical instruments; sporting goods; g rods,
creels, etc.; busil and store H lenses,

film, and projectors; electric light bulbs and tubes; firearms,
shells, and cartridges; mechanical pencils, pens, and lighters;
and matches.

15 Includes taxes on ticket brokers’ sales, on leases of boxes
or seats, and on admissions sold by proprictors in excess of
established prices, as well as general admissions tax.
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Footnotes for tables 1-4—Continued

16 Transportation ‘of persons: Rate 10 percent; repealed,
effective November 16, 1962, cxcept on air transportation
which*was reduced to 5 percent.

17 Includes taxes on transportation of property and oil b

P s ¢4

pipeline (repealed, cffective August 1, 1958); adulterated
and process or renovated butter, filied cheesc, and imported
adulterated butter and olcomargarine; fircarms transfer;
and occupational taxcs.
3 18 Corporation income tax rates: First 825,000 of net
income, normal tax of 30 percent; net income in excess of
825,000, combined normal tax and surtax of 52 percent.
Normal tax and surtax rates also apply to net income
derived by certain exempt organizations from unrelated
trade or business.

1 Rates of tax are as follows:

Individual income tax: Graduated rates from 20 per-
cent on first $2,000 of net income in excess of exemp-
tions to 91 percent on amount over $200,000.

Old-age and disability i taxes on seclf-employ
ment taxable income, 5.4 percent for taxable year
1963, and 4.7 percent for taxable year 1962,

# Rates of tax arc as follows:

Income tax withheld: 18 percent on wages in excess of
exemptions.

Old-age and disability insurance taxes on salaries and
wages: Employers’ and employees’ tax each 3% per-
cent beginning January 1, 1963, 3} percent for 1962,
and 3 percent for 1961, both imposcd on taxable
portion of wages.

* Collected by Customs beginning October 1, 1961
authorized by {art 275.62 of 'I‘itlcg 26, Code of ed::r:
Regulations. " Prior to October 1, 1961, Customs collecti

reported in the applicable clases of tobaces a
!.h; (Iiistricts’fcollcggun data, tax 22 part of
ssues of stock: 10 cents per 8100 or major fraction
thercof of actual value, except that such rate shall be 4 cents
per Sjoo if issued after April 8, 1960, by a corporation which
gualxﬁc as a regulated investment company or a real estate
investment trust. Issues of bonds: 11 cents per $100 face
value. Transfers of stock: 4 cents per $100 or major frac-
tion thereof of actual valuc; transfers of bonds, 5 cents per
$100 face value, Foreign insurance policies: 1 cent or 4
cents per $1 of premium. Deeds of conveyance: $100 to
8500, 55 cents; cach additional $500 or fraction thereof,
55 cents.

B Revised to all pplied coll,

June 30, 1962. i

u ]In the casc of certain racctracks, the following rates
apply:

Admissions: 1 cent for cach 5 cents of amount pai
Ticket brokers’ sales: 20 pcrcScnt of excess chargp:.d'
Leases of boxes or seats: 20 percent.

* Narcotics, 1 cent per ounce; narcotics order blanks,
$1 per hundred. Marihuana, $1 per ounce; marihuana
order blanks, 2 cents cach. Amounts shown abo include
occupational taxes levied on manufacturers, dealers, and
practitioners. For classes and rates of occupational taxes
see table 14, .

* Adulterated butter: 10 cents per pound. Process or
renovated butter: % cent per pound. Domestic filled
cheese: 1 cent per pound. Imported filled cheese: 8 cents
per pound. Imported adulterated butter and olcomarga-
rine: 15 cents per pound. upational taxes are levied
on manufacturers or dealers in thesc products and are
included in the amounts shown.

fe of hi

.
g as of

were divided into (1) those paid direct to the U.S. Treasury
Department and (2) thosc cleared through the various In-
ternal Revenue Service district offices. Collections in the
first instance, which were relatively small, were included in
domestic class E cigars. In the second instance they were

707-151 0—68——8

) guns, short-barrcled firearms,
silencers, ctc., 8200 cach; certain guns with combination
shotgun and riffe barrels, and other special types of firearms,
?5 cach. Occupatxonql taxes arc levied on manufacturers,
importers, or dealers in fircarms and are included in the
amounts shown.
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Table 5.—Intemal revenue refunds including interest Table 6.—Number of retums filed, by internal revenue regions, districts, States, and other areas
[1n thousands of dollars] 2
Indivld!ull Inc'n:nn and D‘m,,.’.
" smployment taxes .
Internal revenue reglons, districts, States. and other areas ! ] ploy! Extat sift Excise 1 Internal rovenue regions, districts, States, and other Individuat | Corpo- | Partner- -:t?r’:vllfad Employment | Extateef  Gitt Excise
Total income Excassiv e Xcise Total income tax ! ration ship tax and il taxes tax tax tax
(States represented by llnfll districts indlcated in nl"nlhem cessive * | income tax . other o3
totals for other States shown at bottom of table) prepay- Other (States represented by single districts indicated in paren- income
menty | theses; totals far other States shown at botiom of table) taxes
[43] @ ()} “ > 6) (4] . |
(O] @ (6] ) ()] ®) () (U] ()]
United States, O0ID_ . ieeeeeioeaazeaooaans i, m,uz 15,353,309 | 73,409 21,050 1,19
454,005 18,435 2,1% 3 total
Atlants reglen. FeTeAy 97 % Z;' 8% f’ ég’? zéf zg United States, total_. 62,889,713 | 1,291,039 | 878,236 | 7,430,892 | 23,198,735 | 79,426 { 100,020 | 3, 584, 16
73, 3 3 Atlanta region 7,100, 502 138,422 | 104,073 643,587
41,606 40, 01 23 “ T »100, . X 288,700 | 7,438 | 20,857 | ass, 309
o4, 767 81795 1,958 258 R a7 Laser ) g ez | Cose] s | e | W0
34,490 30, 387 Fit] 19 Cotumbia. ores| 1
I 158481 139,231 6,116 1,418 # Sroenshory.. L3090 3
ennesses). 78, 043 68, 462 2,245 J¢ Vit
3,302 339,869 10,269 1,748 52 5
‘(Maine), 7876 2,140 736 247 1 i
203,237 177,603 4,036 38 o
) - g;g o500 3 %2? 82 il
; ) 2 , Massachusatis]
New i 648 17,582 709 19 1 Yossachusetts). s
.................. Rhods Isiand).....22220 0 781 27,724 52 1 Com 2
a1, 663,432 2, 2,
..................... (Sed (b) below) .- 338,211 249681 10,278 702 3%
Michigan), X 246,238 7,928 95 ] 1
................... Wisconsin).... - 129,757 109,372 2,611 412
'Sea (b) below). 79,319 , 200 1,872 162 7 Detroit..... T (M ,..,.,,,_.__
746,830 , 122 31,972 1, an i 'Wisconsin 229
8 (7) beiow, q 13219 111,285 2,355 433 31 Springfield Z (Sen (b) balow). .
Sea (1) balow 1 219508 195,252 20,312 30 : reol "
~ (indiana).. | 132 115, 300 2,935 u 3 i i
i 1079 57,55 2,28 s 129 B H
N 583 37,015 523 “ H bt
I ugase 103, 305 3,139 161 9 : {
555, 540 414,400 1,588 1,825 k3
[ 28,953 26,005 1,387 53 [¢) 2
Z (See (h 193, 121,893 7,308 430 2 "
- (Sea(h g , 081 9,677 3 253 H
Ctbeiaek 35,002 30,930 1,286 33
New Orleans, guuim , 753 71,221 3,065 * o
Okiahoma Ciy. Oklahoma). 74,456 58,179 8,940 11 9 E
* New Yerh City regien. . 1,02 s 19,234 a2 0 ouisiana)
Ibagy. 4 . 633 47,778 1046 Jt 1 4 108
! 251,534 226,519 3,212 1,098 5 .3 L Py
e 94,308 2, 768 1,848 1 {560 (o) b !
o 339,923 173,472 12,040 2,343 L] See (e 7
o 59,995 349 1,148 159 5 1
0 449,049 625 1,444 kel 13
- (South Dakata) 17,231 11,926 686 2 s ; 1
Wyami 10,832 8 145 799 (] g 101
oloradg). 69,380 58,764 2,64 161 2 f
wa), 78,718 59,009 2183 125 1 i ;
- {Nortn lenn; 16, 161 11,068 §22 7 4 1
- {See (c) below, 55,919 44,783 2,180 152 9 ] 13
33, 148 28,859 2212 7
.................... s (c)befow) . __..____IIl[ 89525 , 388 Z 13 243 ] !
128, 105, 821 3318 200 5 | :
nsas) 62,712 1,679 1,866 .gg 6 2
161 , 340 19,373 3, 138 27
nd D.C). 222100 1 B 128, 262 4,23 427 i 1:206. 914 S &S
oW, 66, 5 ), 1,661 438 9 Phitadeiphia region. | 12,422,801 | s.173 038 4
Newark otow| 186, 561 147,867 3,874 818 6 Baltimore. aryiand and DC.) -| 24s5.249 | 1624785
Philadefphia olow, 27,2 174.167 5,030 4 5,015 Camden._ e (d) beiow). | 1o3n0ss | eey,
Piltsburgh. elow, 139, 870 114,984 333 681 “ 1,089 Newark_ et (d) below | Zes4s | 1,710,815
cranton elow, 4064 638 24 4 ™ 1,232 Phitadelphi oe (8) beiow | 3204784 | 215
. 11,133 5 1 334 ittsburgh e f” below] 2,024:525 | 1,355,940
1,880,424 33,639 2, 113 18,053 Scranton ee (g) below, 794,612 532,033
X . 33, ) 3 Wilmingtos 268, 266 163,616
daho)_ 20,908 16,851 672 53 1,589 Sen Franchco uaznm | sanme
18,401 , 445 832 2 1 1,35 5
28 924 24,398 956 3 \daho).
565,079 501,404 16,002 868 144 3,590
43,308 3 1,880 53 )
303 55,122 4,875 161 1.106
eno. . 16,488 14,875 488 ™ 183 ’
alt Lake City. 34, 85 32 365 795 11 2 3 s Portland
San Franc| 348,095 273,093 8,665 739 13 7,208 5 Ren
eattle 110,009 95,064 4,042 308 15 1,610 City.
Office of Ints 32,641 m 27,534 3,549 820 ™ ] N tn Frlncucn._.
Puerto Rico. 4,636 6 4,350 28 |eeeeeeeo 2
Other. 28,005 965 23,243 3,211 520 [&] &
Bureau of Custems 1,350 . - 1,350 S:J;no Rico....
e
Totals for States not shown above '
913,14 | 1mae| 774,435 24,667 1,606 157 10,797
417,530 7294 | 312.881 12,149 o0 8 18,609
ogn] Wi i 55 135 15 11,565 ) California, 9,448,758 | 6,179,091 ( 10 911 1L | s e Lol 9313 | des| 32969
sl 302 175, 581, 835 19,254 it 0 20,682 0) {llinais. 5,769,303 | 3820780 [ 69, 1561 | 435,288 | 11190499 | 5740 | G916 [ 187,742
o el 75.058 | salge 1B 412 R 9 80 ! c) Missou 2,329,402 | 1,485,785 3 om 24921 167,513 | SI7,635 ) 1644 | 2,22 021
2) i 407,759 8,171 325789 9,087 1,326 9 7.3% (« ; New Je 3,675, 2,380,662 32,527 | 287160 | 76893 3348 | 3es3| 124961
h) Texas...... .. 07T 33330 793 | %on 16,985 1,223 25 2an 2) Now Yo nasuz] s u 77 160z | 1023801 | 2 414897 gl e 13,908 | 363,247
- . d J 3 3 3 , 72 3 3
! lncludes drawbecks and stamp redemptions. ﬁ’ Pannsylvanl 6,023.921 | 4,003,975 .u 504 51,206 [ 471,081 | 1,18, 7 4655 : 33} %325%8
3 Figures have not been reduced to reflect reimbursements from the Federal Old-. Arn and Survivars and Federal Disability Insurance Trust Funds smounting to $139,425,000 ) Texas_. 4,953,932 | 3,024,404 53,222 { 66,502 336,905 | 1228491 | 3013 5,658 235,647
l.l;"ln!lusa’"rn'dgl’laloessam 'inllssssaz r:n&tg;luoso?ay 1r'|as1 Fund :moun(ml to $125,319,000 in 1963 and $131,303,000 in 1962; and from the Unemployment Trust Fund '
n in AR revist n E m—
Net of 51,662 undeliverable checks totaling $2, 799)000 “Less than $500. ] ! Includes 80,274 forms 1040 B, NB, NBA, PR, and VI which are included in “All other individual and fiduciary" returns in the table on p. 13
90 4 91
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Table 7.l ! Il n Puerto Rico
on manvfactured products comlng into the Unlhd States,

STATISTICAL TABLES

Table 9.—Establishments qualified to handle hbol:co
mmricls, or § to :ngage In the production or exportation of

by objects of taxation papen and tubes
{tn thousznds of doltars] . s of Jums 20—
0l
of of june
Objects of taxation 1963 1962
1963 1862
Total,

of tobaceo products. 505 553
Istitled spirits. Manutacturers of cigarstte papers. and tubes. 4 4
Dealers in tobacco materials 2,112 2,169
Tobacco export 12 us

Ct
o] l::!' small,
, !
c::m::u. targe [§]
small
Mﬁ::'h:et,und tobacco (chewing, smoking, and snuff)___.. ) [¥)
'Lin than $500.

te.—Amotnts of taxes collected in Puerto mm cn hblom and liquor manu-
u:tum coming into the United States are covered into the Treasury of Puerta
mm under the provisions of section 7552(-?(3 ) of m Internal Revenue Code of
Such amounts ara included in overall collections resuits (tables I through

l), bl;lnnln| with 1955,

Table 8.—Establishments qualified to engage in the pro-
duction, distribution, storage, or use of alcohol and
alcoholic liquors

Table 10.—~Permits relating to distilled splrin undci Chapter
51, Intemal Revenue Code, 1

Section
5171, Section 5271, I.R. Code
IR. Code|
Totat Users ot—
Status Dealers
Distilied { in spe-
spitits fcially d

plants |natured | dena. | dena- |TVax-free
alcohol | tured | tured | alohol
sleohal §  sum

(0] @ <) w (O] )

As of fune 30—
Class of establishment
' ) 1963 1962
un-a splrity plants:
o lants :gm Smben, 360 362
h I
188 192
i bond zg zgg
Battling in bon
nmml‘:"ufi ‘:‘3 i l;g
ect‘:? ing. 125 121
Denatured snd m-luo products ras
Dnlm in specially donaty llmhat lnd donnund ° o
Usen of lpcchlly denatured alcohol and denstured
rum i iiv i 3.685 3,125
mson ubomen sic., of speclally denatu
u';w ' 1,122 1,128
Users of hx-ir leoh . 7,476 7,487
198
Wines:
Bondad wins cellars. 448 458
Taxpaid wine bottling houses . 103 108
Vinegar: Vlnefn factories using vaporizing process.. 4 4
Beverage deale
, 806 1,723
lnalers in liquors._ 3,772 3,18
Wholesale dealers in beer 2,113 7,083
Retail 3 IR lquo 282,351 276,450
Retail dealers in beer. 145,051 45,142
Other:
of products 918 42
Fruit-flavor plants. 45 42
EBottin 107 m

92

In effect July 1, l%l 1,439 203 43| 3,69 28 7,487
ssued...... ... 532 33 1 266 2 230
total_. ___| 558 27 2 E ) 4 22

1 1
557 27 2 303 4 22
Inuﬂucuunaso 1963.1 11,413 208 421 3,660 % 1.478
............ 512 36 5 199 n

s
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STATISTICAL TABLES

Table 11.~Permits for operations relating to alcoholic b ges under the Federal Alcohol Administration Act
Distilied spirits piants ! Wine
St o
2
Status Totalr | Oistilers [Warshousing| Recumers | biangers | D70 | Imborten | Wholessiors
and bottling
(0] @ [6)] () * ©) o [0} ®)

n aff0Et July 1, 1962« oo e ene e sl rsos 79 212 7 387 ‘
issued. 1,420 41 16 u4 it 23 K t ;ﬁ ",’ o

i total, 1,541 62 21 u 19 33 10 178 1,258

Revoked. ] - 1 7

Otherwise terminated. 1,51 62 2 24 19 33 10 1m 1,251
in effect June 30, 185 13,629 485 204 212 147 n
Amended, 1432 276 75 i ] 1.2

U Excludes permits for Customs are not &

tCqumn (;) does not represent the sum of (3), (l) lmi (5) sinco nne pelmlt may cover more than or::qllr':'(:\'nﬂtyn Guatity ez distlled spirlts plants.

Table 12.—Pemits relating to tobacco undu chapter 52,
195

Table 13.—Label activity under Federal Alcohol Adminis.

intemal Revenve Code, tration Act
Manufac. Export -
turers of | warehouse Application scted upon
Status Total tobacco | propristors
products Certificates issued
Type of label
m 3] (&) Total Disap-
Exemp-. proved
Appravals | tions
In offect July l 1961. 671 553 118
I R 78 39 39 m @ (o] (O]
total. 116 7
e » Grand total 46,99 as,m9 222 08
Revoked. | ) [ 1
Otherwise 15 & 2 Distilled spirits, total. fis a3 | 19,48 9 “g
in enemun-su 19 633 505 128 Domestic. - 17,6621 17,318 9 334
Amended. .o 1 54 i7 {mported.. JZast) 7).l 114
Wines, total ..., 25,090 24,857 223 420
|24l 2,088 a3 100
- 17,679 17,359 L., 320
1,916 1.876 L]
1,485 1,466 ).......... 19
4l 410 2]
93
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! ’ Table 14.—Number of occupational tax stamps Issued, covering fiscal year 1963, or portion thereof, by class of tox and by K Table 14..—Number of occupational tax stamps issved, covering fiscal year 1963, or portion thereof, by class of tax and by
' internal revenue regions, districts, and States' 3 intemal revenue regions, districts, and States—Continue: .
i Distilled spirits N )
i . . Wines Bewr
& Rectifiers Retail deaters Maniifacturers of non- Intornal ions, di
Tota) ornal revenue regions, districts, and States
! . . nn:n:u beverage products v NI | Wholesale deslers Retail dealers Brewens
! Internat revenue regions, districts, and States of occupa- | Manu- Whole- (States represonted by single districts indicated in Retail
- ) — ; tiona! tax Less | 20000 | 'sale ot ex- | Not ex- parantheses; totals for other States shown at bottom ) Wholesale | Rotall | dealers
) (States represented by single districts indicated in paren- | “oumos” | ofstitls, | than | ‘proof |deafers,| Retail | At | Medici- | ceading | coading | More of table) . Winesand [ Winesand| Less than | 500 dealers, | dealers, | atlarge,
P theses; totals for other States shown st bottom of table) | Gggueq | 355 | 20,000 | galtons | $255 | dealers, targe, |l than 50 Wines, | beer. | Wines, | beer, 500 barrels | $123 7| s24 s24
¢ . proof |or more, $54 3! spirits, | gallens, | gallons, | galions, $255 $255 $54 $54 barrels, | or mors,
| ,.‘lms, 3220 354 825 $50 | 100 355 $1i0
a» | a3 e as) as) an 18) [¢8) 20
o le|lolololwoiole| o |lwml|aom ¢ )_|_@
United States, tetal___ 106 | us| mem s m | 10370 | 141,457 2 a0
United States, total L1es,82| 2| . ;s se | 2865 {252,207 | ass | nae n " ™ Atants regin. o = o S o
Attanta region. 4,882 | | 1 2 57 885821 . 10 3 [ 53 tianta. 8 2 817 1 59
i 4, B11 i 2] 1,3 2 H 12 1 4
} Atlanta - {Georgin). {0, Y K o 5 H ‘; Conmit ; gg - { 5 62 2, 5:3
' Columbta. outh Caroling; 13,853 3 .802 75
. G N h Caroling 16,799 45 & B ackson. ... .. __ 3 N 3 95 |27 59
. rasnsba S ; 11,262 23 3 (5} 2,048 H 13
! i Florida). 1 1 3 3 ashville B3
! Hashvllie. 37 1 2 Boston 1 15 s 833 2 7 1
. Boston regien 5 u’| ) [ 7 ]
' ugusta 1 1 1 S N 1 2 - 4 78 2 5 2
ton 2 5 u? 680 f § [H Durtingt fermont). 29 3 soé 2
ington. .. ocoeeeao. (Yermont). ..o o... ). i
}! urtington....o.. -~ {ermont). s i 7l o= [ ] Parts ow 2
P iuow i } 2} o 3 i i‘ Chicage reglon fods tsand) 1] lo: J "
! Provi i, Istand)-. 2102 . Lo
hi it e Rhods Istind) § . 7| e w| 3| Enlcago. . 1 1 10 270
; Chicago. Sae (b) beiow)._ ] 1 3| 18 2 5 § 78 L 7 103 H 10 s
it Detroit iMich-un). 3 4 2{ 1% 12 2 2 k) Milwaukes.. 1 ‘4 30 55
W ; & AR 1 IR i Al o
wauh . 11 u P
if smmuul’:'_‘...n_ See (b) below) - 5 2 H n » 5 Cincinna oo ?; below) [ 13 4 4 =
o incinnati f 2; 8 . 2 7 21 q Cleveland.. ee (1) bolo 2 2 [ 8 m
Cleveland___. 3 3 i 1 3 4 ) 17 | ndiana). 3 H H 25
. Indianapois. ... _ 2 1 3 1 15 I touisville.. entucky) i " 5 il
i ouisville._._._L 1 2 3 16 [ 1 Parkersburg. West Virginia). 1 1 118
il West Virginia) 13722 2 1 1 i Richmond .. Virginis)... 3 ) 3 2 8
N . Richmond irginia). 18, igg 1 N z ...... o 1: u Daflas replon . . o Mericoy | 2 2 : s n% 10 03
. 108, » ;
) D'"ﬂfnm':" aw Wasicey 603 1 Austin. . ... Sos (h; below) [ 4 3,283 § 41‘4i
: . Austin.. Sea (h b.mz _____________ 38,614 7 1 1 12 D-"ln See (h) betow). : 817 N 145
Dallas, (s.dh balow] 16,943 2 2 1 10 §oceaannn Little Rock. 8 2 2 |ceeee.. - 221 ... 36
Littte Rock , 360 1 1 New Orleans... Louisians) . i 3| 3 107
“ New Orlesns .. ........ Louisiana). coeeoorcnnce.] 25,504 |3 S 1 1 11 Oklahoma City.. 'Oklshoma) 7 i 102
Oktahoma City. Okiahoma). 13,466 1 1 1 NO'AVb«h City region @ 1 E] 1 0
New Yark City reglen. 130,338 - 2 4 1 12 1 us Iban) 1 12 ]
Alban low) 16,914 1 1 1 10 [ 3] P H 59 250
Brookiyn. clow; 39,779 4 1 2 1 [ 2 56 4 ] 122
' Buffaio, elow 20, 589 7 3 1 u 30 i 15 12 |0 108
. elow 37,281 3 1 3 7 5 2 97
' M Syracuse alow; 15, 835 1 2 1 3 4 H s 7 2 1,048
113, 228 ¢ 1 3 ) 5 7 ™ 53
J : 573 ! enver b 3 &
Cheyen , -
\ 7 o3 Moines. doway. ... ol aes|tliIiI
) v wi : G i 5 ATGO..... Lo North Dikpta), et b
' ! - (North Daketa).. 518 Kensas City ee (c) below) i 3l - a8
i ‘ § e (c) below] 11,427 i i i 7 maha. 86
¢ ) v 834 7 ; 35 1 m',s ------------ 06 (¢) below). . ... % { g ; 8l
balow). 18,393 4 2 3 o Ao (NROSOR2) e M L 3 3l 1
‘ e e i al 7y i Wichita sy 353
1 §xmm 1 4 Phitadeiphia reglen 7 [ 3 FI7 I 39 2,389
{ 5 7 n 5 7 . 161 Baltimore 2rytand and D.C). . [ ... . 1 541 118
\ 1 4 4 1 2 7 Camden, e8 (d) below; 1 2 1 D 76
f 3 3 5 2. 109
X 4 i 6 2 2 69 11 1 788
| f [ H 7 i 2 4 54 2 i 3 813
Pittsburgh (Ses (g) below; 0, 288 1 1 3 | S 3 1 1 H 251
cranton s (g) bolow, 3, 809 [ PO SO 8 3
Himi s Detaware). 2,269 0 n Ey 4,35 1 0 ;]
san . 10 51 B s [ N 10
Anchora Alaska)... I i Fl I F ISR NG [
Boise Tdaho). 3 7
Helen 2Mmmmn 3 i i 1 2 32 1 g 3;
Honolulu Hawaii). H 1 i H W i 3&2 § l]a
. S rixe . 16 |.. 1,804 1 60
¢ 4 ]
bt [ 1 2 37
- ; ______ - ‘; 2 1 i 2316|2210 7 130
4 6
1 1 2 2 [ | o
! Totals for States not shown above Totals for States not shown above
103,737 ] [ 23| 500 (30,473 1 1 [ 5 8 €2 2 7 2 2116 13 25| 8331 955
348 3 1 5| 233)20.54 §.._.. 7 7 [ 8 b) 1l 1 2 - 2 " 411 565 1,019
‘ . 820 4 1 2 57 ( 6,125 "1 4 1 5 37 0 3 1 5 1 6 M9 4,35 i5 35
174 “ 1 8 713,79 18 2 2 bl ; 3 2 I U . 6 185 28! 9 913
130, 398 % 2 ] 154 | 291298 2 1 12 1 1 0 a 1 20 188 18 681 [ 25,648 63 521
) 740 1 1 3| 335 | 18.800 2 3 1 E:S 21 f) Ohio.. 6 15 0 3471 12 180] L1725 553
. 377 8 2 8 51 | 21,861 4 4 3 4 70 ﬁ) P L) 2 1,852 5! 1
, 557 9 62| 3238 4 3 2 10 113 ) Texas 6 4 390 6 560 17,583 1] &
94 : 95
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Yable 14, —Number of occupational tax stamps issued, covering fiseal

® STATISTICAL TABLES

intemal revenue regions, districts, S

tares—Continued

ear 1963, or portion thereof, by class of tax and by

Narcotics Marihugna
v regions, districts, and States Manutac-
Vntarna) revenus regio , turers, | Whole- Retail | Practi n Labo M'lnu Dea Produ- practi- | Labo
(States represented by single districts indicated in paren- | importers,, _ sale atai Practi- ora- 1 fac- eslers, | cers Practi- | Labora-
. tes shown at bottam of table) [ &nd com- | dealers, | deaiers, | tioners, tories, | turers, 3 ond | tioners, | tories,
thases; tutals or othar S D | oo | e ™| eic, 81 | s milers, | 81 | $1
of opium, 31
elc., $24
@) @) | @ @ @) @y ey | @ [ Gy @) | @
1,085 | 56,231 (290,489 161 wm . ] 1 ] 16
B 7, , 458 m| 1
351 1212 ¢ 4,494 9
Bl tze| % !
- (South Carlina 1 4
iNonh Carolin ) H 1,040 , 855 122
acksan. j 605 [ 2,090 n
il Florida). . - 2] 1,634 | 7,770 10 4
essee) 31 1,098 4,685 2 9
e | 3307 (1, &7 3 2 )
2 1,442 1
3 2,081 | 11,385 14 1 3 2
€ 111 671 1
H 953 [ 5,561 1 3 1
1 164 961 2
1 3361 1,508 33
n 118 | 8632 | 33,903 109 3 1 1 2
Ses Sb) beiow) ool ] 3 2,473 | 12,520 19 13 2
Michigan). ] 5t 2,289 | 12,169 54 14 1
3 b} L7l , 968 1 3 1
3 1 639 , 196 25 &
% 126 | 6188 [ 31,23 m 43 2 7
4 2| Lu0 , 812 u 1 1 3
below, 9 371 1,618 ,881 27 1 1 2
ndians). L U | 134 , 976 F3 1
Kentucky). o 16 813 | 3,48 8 1
West Virgii 1 9 367 078 | eeer
Virginis).. 6 11 915 , 979 02 [
N 4 100 ( 5,693 | 24,802 [} 16 2 1
S | 3B R
1 T See (h) below) ... 2 s ,
Duatin gs.- ) below 2| 3l 1wl sa3 13
Littte Rock 598 , 002 3
New Oreans. . 1 20| 1,024 [ 4,448 8 2 |evaenns
Oklahoma City. .- l“ ‘.m ‘3, ﬂ: '2 o i 3 i :
City reglen. 3
e aloany 7| “sas | 3o 62
Z 2,537 | 14,510 130
1 778 , 955 157 [ 3} FOSNR.
3 1,925 | 16,206 137 3 1 H 4 1
488 | 2,773 98
2] 8,77 2%, ” ] 1 2 1 z 2
24 737 2 1
128 432
2 677 , 548 [ 2 1
2 803 | 3,781 27 7 ) S
- 199 L[ SO
1 1 604 a1l 20 2
1 8 573 ., 161 5 4 1 2 1 2 1
ot 9 15 m , 966 27 12 ]
Minnesota). 1 23 992 , 429 [3 2
1 7 760 , 880 4 % 3 i
h n 1 | 6,952 ) 38,743 125
i 2 267 1,065 7,314 10
582 | 3,006 2 1
Newark 8 2. 1,3% [ 7,821 3 30
2 20 38 %gg l;. zg 6! 2; 1 1 3
ittshurgh. vcannnnnnn 1 1 , )
sr:nmm? a4 . 2,01 |- J) pe—
Wilmington. D 129 641 3 :
reglen 15 1 { 7,077 | 50,958 104 “ 1 3 2
41 195 .-
240 821 1 .
260 965 1 1
91 938 2 2
10 7 2,551 f 21,138 42 33 3 H
462 | 2112 | [3 1
2 1 578 | 3,382 2
4 127 475
11 278 1 1.462 1
2 37| 1,982 | 14,432 7. 15 |-eeeeen 1
1 18] 1,047 | 4,936 4
Totals for States not shown above
a) California. R 1081 4, 35,570 64 48 1 3 1
b, 11 571 3,112 , T 44 19 2
10 32 1,381 6.877 a 14
261 1,978 | 10, 37 32 1 1
18 6,314 | 41,492 584 5 1 2 3
13 66| 2,728 | 14,753 81 25 2 e 5
21 57 | 3.780 | 19,861 79 35 1 L]
57| 2,932 [ 13,692 kx] 7

96
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Table 14.—Number of oceupuﬁon_ﬂl tax stamps issved, covering fi:cu'l'qur 1963, or portiol

STATISTICAL TABLES

n thereof, by class of tax and by

intemal revenue regions, districh, and States—Continued
Nationat Firnn_'ns Act Coin-operated devices, billiard, *
pool, and bowling ailey premises
Adulter-
Internal revenue tegions, districts, and States Mn;nimmm or Billisrd or s
. - ) imparters Dealers, paol room | A
(Statss represented by single districts indicated in Pawn- ¥ meny | Guming. |'ranouated | Wagerin
parentheses; totals rnr ct’m States shown at bot- hr;m':, M:::v‘v:‘-m Dealers, .l:z :.fl:yl. dTv'ﬂ: rl:"l'“ s sxso '
tom of tabla) Class 3, | brokers, | ClassS, pJZSTJ ‘?r' *nean
Class 1, [Class2, | 5300 " | Ciasodr | 310 p ovics | 0
$500 25 $200 unlllu or | dovice
aliey
33 | @ 35 (30) an 38 (39) “0) @y “2)
United States, total. ... ] 17 € 1 52 L 42,984 n, sz '3 7,480
Atiants regh :
Atlantoo Gadrgin) 2 2| um s 1 I
1
Columbia.... ... .- South Cardiing). ] i &
‘North Carolina). [l 04 Leg #
Jackson Wississioph 3 s o8t Y
Florida) 9 682 gﬂ 10 2;
A 5 626 2,232 1s
Gisine) 1 : H = 9
{ 14
(Vermont). ! ?39 nf w
Harttord. b9 ) 4 1 472 :li 1;
F lew
l: Py (Rhode Islang). {32 16 1
hicage reglon.
‘C‘h’i(.:]fn_" 66 (5) Balow : ! 3 il M i ! us
Detroit Michigan), i 1 2 1 4212 z;; %
3N, 3
" ."'| . 'See (b) bolow). - ! HEE & o i I
- ,
Cincinnat] “fsi 1 i : 3 o al
feveland - (Sea (D below). 1 1 = 9l 18 308 4 18
iang, !
Louisville... SKantuckv) : o5t ¥ 1 i
s Vest Virginia). 483 Le ! i
ichmond (Virginia) ) i i ! =
e : 439 37
A New Maxico) 5 "
ustin Ses 5"; below). -)- 1 lz 2
below) 2 8
- (Lovishana) ] ! ;
- {Oklahoma). 2?5: H
A ; 107
elow, ! l';ﬁ “
below, 1 408 :
e :: 432 33
sow 7 314 1
S 429 12
s,m
348 xl&
137 108
{lowa). 1 ;;g
North Dakota), '357 !
Sea (c) below). P 590 }
See (¢) below). 209 X
Minnesota). .. ... 7:;
Kansas) 975 L
_ 1 2
Waryland and D). i i) ]
Camden ésu 1 betowy L8 ]
Newark éS" d) below 1,765 :
Philad (gu ; below 1 1,316 8
oo oW 1 . 3
Situnrgt 2 / 1,23 . 546 303
Wlimington p arl(wl.)'bl o ] o H
Gan Francisco region 3 1 3, -?f 5
5 3,388
73 165
m 3
5 i 189 wg
998 7
201 15
.-l 27 2
- & i
821 G7§
528 2,218
Totals for States not shown above
2) California. 3 1 7 2 1,819
:); finois. . ) 4l za H
d) New Jersey. s ; 3 %‘g; i
8) New York 27| 7 Il 1ss H
1) Ohio. . 2 g 5 1; g,’ 450 197
exas i 1 1,677 1
97
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— tlate Division receipts and dispositions of protested income, profits, estate, and gift tax cases prior to issuance
Table 15.—Appallate Divisien poi statutory notice of deficiency (pre-90-day cases)

A. Progress of work

Status

Amount stated in revenue agent’s report (thousand dollars)

Humber of cases Deficiency n tax Penaity Overassessment
ay @ () [0)

10,732 729,693 37,793 108, 248
;:::t[m Juty 1 17,774 607,632 2,438 151,958
Disposad of, total. 15,853 501, 064 25,183 100,735
11,849 328,520 16,220 95, 040
By agresmant with taxpayers. .............. ' i 5040

d ssessmants and claim rejections. 537 3
g;‘:ﬂ::n:: :;.:mulnvy natices—transferred to 90-day statu: 3,467 171,330 8,956 4,018
Pending June 30, 12,653 835, 261 42,048 159,471

B. Results obtciined in dispositions

Appeliate determinstion (thousand doilars)

Mathod Number of cases : Deficiency in tax Penalty Overassessment
(0] @ [6)] @
Disposad o, tatal, 15,853 312,505 15,012 9,837
11,849 123,886 6,357 85,016
By with 1axpayers. — . 888 7 e
Unagreed overassessments and claim rejoctions. ... 537
B;‘l:;umcu of statutory notices—transferred to 50- 3,467 128, 551 8,648 937

Table 16.—Appellate Division receipts and dispositions of protested income, profits, estate, and gift tax cases in which statutory
notices of deficiency were outstanding (90-day cases|

A. Progress of work

Status

Amount stated in statutory notice (thousand dollzrs)

Number of cases Deficiency in tax Penalty Overassessment
m @ @ w
1,073 70, 550 4,380 128
e el so19 204,957 10,919 83
Statutory notices issued by Appellste Division! e g 3.8 192,546 9,808 280
Sun(.nrag notices issyed by district directors and received during ay o 12,41 L 3
Divosed of, total. 3,933 223,337 10,933 745
By agresment with taxpayers. 808 14,935 120
By taxpayer default, 585 35,001 268 1
By potition to the Tax Court 1o docksted status. 2,140 173,401 3
Panding June 30. 1,158 52,170 4,366 265

1 Difterence from table 15—transferred to 90-day status—is caused by cases being combined or split for the purpose of issuing the statutory notice, cases in transit, etc.

B. Results obtained in dispositions

Mothod

Appsliste datermination (thousand doifars)

Number of cases Deficiency in tax Penalty Overassessment
(0] @ (6] (O]
Disposed of, total. 3,933 219,086 10,857 71
B mont with taxpayers 10,684 4 132
BY txpayer dofault e 535 35,001 2606 i
By petition ta the Tax Court—transfersed to docketed status. 2,140 173,401 , 19
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Table 17.—Appellate Division ipts and di itions of income, profits, estate, and gift tax cases petitioned to the Tax
Count (docketed cases)
A. Progress of work
. Amount petitioned (thousand dollars)
Status Number of cases
Deficiency in tax Penalty Overassessment
(0] @ 3 “
Pending July 1 8,965 813,815 83,429 10,119
Received, total 5247 455,942 41,992 4“3

Petitions fitad in response to— '

District directors’ statutory notices. 3.303 319,845 35,035 33
Appeliate Division's statutory notices 1 . 136,097 6,957 110
Disposed of, tatal S, 581 317,710 30,740 1,178

By stipulated with taxpayers. 4,407 260,672 24,258 93

By dismissal by the Tax Court or taxpayer default. 237 5,292 1,486 (@]

Tried beforo the Tax Court on the merits. 937 51,747 4,99 249
Pending June 30, 8,831 952,047 94,68! 9,384
it lD:;‘ﬂ :nu from table 16—transterred to docketed status—is caused by excluding district directors’ statutory notices considersd by Appeliate in 80-day status, cases
in transit, etc,

*Less than §500.

B. Results obiained in dispositions
' Appaliats detormination (thousand dollars)
Method Number of cases
Daficiency in tax Penalty Overassessment
W @ (o) “
Disposed of, total 5,581 138,246 13,630 7,018

By stipulated with taxpayers. 4,407 81,222 7,15 677

By dismissal by the Tax Court or taxpayer default_ 23 5277 1,480 (&)

Tried before the Tax Court on the merits :_.__ 937 51,747 4,99 40

! Represents amounts petitioned. Results as to decisions rendered by Tax Court during the year are shown in tabie 19,

“Less than $500,

Table 18.—Office of Chief Counsel-—Processing of income, profits, estate, and gift tax cases in the Tax Court

Amount in dispute (thousand dollars)
Status Number of cases Deficiency
Tax Penalty
.
[¢H) @ [&] [0}
Pending July 1. 10,298 719,752 90,785 195,581
Filed o reopensd. 5,376 405, 463 3,704 12,782
isposed of 1 5,726 295,732 27,559 66, 941
Pending June 30. 9,948 , 489 96,930 141,421

1 For anatysis of disposals, seo table 19.

Table 19.—Office of Chief Counsel—Results obtained in income, profits, estate, and gift tax cases disposed of in the Tax Court

Amount in dispute Amount spproved Percent saved or recovered
. . Number
Basis of closing Deficiency and | Overpayment | Deficiency and | Overpayment Dumlcm:{ and | Overpayment
palul{y penaity penalty
(O] @ (] ) (O] () o
(Thousand dollars)
Total 5726 323,291 66,941 110,976 6,110 363
Digmissed 266 4,242 18,049 4, 163 (&) 8.1 100.0
Decision on merits. 1,089 59,284 5,913 25,536 139 a1 86.5
Agreed ] 4,31 259, 765 42,979 81,276 531 313 8.6
“Less than $500.
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Table 20.—~Office of Chief C |—Receipt and di | of Tax Court cases in courts of appeals and in Supreme Court
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Table 22 —Office of Chief Counsel—Decisio

ns of courls

of appeals and Supreme Court in civil tax cases
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Table 25.-—Office of Chief Counsel—Receipt and disposal

of miu:ellun"ceus court cases, lien cases not in cour,
AT

+

cases, and appeal cases

In courts of appeals in Supreme Court
Amount in dispute Amount approved Amaunt in dhrun Amount approved
(thousand dollars) (thousand daliars) (thousand doilars) (thousand doliars)
Status Number Number
of cases of cases . ;
Deficiency | Overpsy- | Deficiency | Overpay- Deficiency | Overpay- | Deficiency [ Overpay-
and ment and meni and ment and ment
penalty penaity penalty penalty
m @ @ () (O] ® [¢] ® ® (L]
Panding July 1, total 487 32,636 18,384 6 v 142
issi 149 2,971 3 1 “
::g::ll:g I?; &:mmm ok 323 21,698 | v13,585 5 142
Appealed by both... 7,967 T 517
Appoaled, 108 c.eo oo memaeanecmeeannan 390 | 16,414 22 0 516
i 66 4,263 66
B tipayens : 302 | 11088 122 i 56
By both 22 1,084 "
Disposed of, total... -] 284 17,331 17,888 8,818 4,280 7 162 7%
141 8,054 53 7,983 1 2 20 20
Favorabie to Commissioner. 4 bR o o H ]
] 1,102 [¢) 34 3 nus 57
10 1,33 2 s21
Dismissod . oo coeeeomrnearioreeaaaaes] 58 3,04 13,470 yoooo... .
Panding June 30, total . .ooio i omeieaann 593 3,718 738 3 496
Appealed by Commissianer. 155 | 3.1 .3 .
A:’;ulad B; taxpayers, 411 20, 205 k] 436
Appealed by both._ 27 7,956 530

*Less than $500.
" Revised.

Tabte 21.—Office of Chief Counsel—Receipt and disposal of suits filed by taxpayers in Federal courts and actions by the
United States for recovery of emoneous refunds

Refund sults (ather thar alco-
hol, tobacco, and.firearms | Perpetustion
taxes) t of testimony Erroneous
Total and d‘:amqe refunds
actions
Status Court of District courts
Claims
[)] @ ()] (O] &)
Pending huly 1: number. 3,202 a5 2,693 1 “
Amount [n dispute. thousand dollars. | 440,780 234,098 205,072 12 1,538
lecvuld" number. 1,424 150 1257 5 12
Amount in dispute. thousand dollars. _| 118,643 51,247 67,224 L 125
Dasas.. nmbar. | L1y 173 1,203 3 2
Amount in dispute. thousand doliars. . 157,614 52,237 105, 034 47 296
Aot thousand dollars. | 7132 1,413 25,719
Percent of amount disposed of. 23.56 21.85 49
Pending qune 30: numbor 3,209 m 270 7 2
Amount tn dispute. thousand dofiars. . 401,809 233,108 167,262 12 17

1 The ber of cases disposed of does not agree with the number of cases in which decisions were rendered by these courts during the year, due tg settlement b
nivula‘;i:n," :i’;‘m:!'l:l::nd Ilmln required for nlrlal.’rwompuminn of tax, etc. tnthe Courtof Claims, the number of d-:{mm was 64, of which 34 wero for the Governmenf
12 apainst the Government, and 18 partly for and partly against the Government. in the district courts 422 decisions were rendered, of which 165 were for the Government,
200 against the Government, and 56 partly for and partly against the Government. For decisions by the courts of appeals and Suprems Court, see table 22,

100

. Partly
Total | Eorthe | Against | tor ,'J',“ Miscelia- | Lien cases | Noncourt
Court e covern- | egaint Total nsouy notin | collection | Appeat
ment the Gov- court court? | litlgation | cases ¢
arnment Status cases? cases b
ol o || w Gle e le|e
Pending July 1 o)1, 258 9 126 664 169
Total.... 358 = 7 43 Received 333 51 19| 3,110 349
By courts of appeals, total ... us 29 » i Tota 7591 | 104 2,245| 3 518
Originally tried in— Disposed of. . 6,308 761 2,135 3,069 3
lt]:!nt ’t’:& i e fg; Hg §§ 3; Pending June 30, 1,283 293 110 "705 175
By Supreme Court, total........__ 9 L 1 1 Includes suits tor foreciosurs by mortgagees or other secured croditors, and
N L suits to quiet fitle to which the United States is made a party.
Originally tried in— 3 ) ' * Primarily applications for discharge of rropmy trom tax liens.
ITJInthnkm-rl H H 3 Primarily memorandums on coliection [itigation matters from regional counse!
Cn:u r‘:n 'ng;l‘i ':l . H 1 to ‘dmnu directors which not related to court proceedings or lien cases.
z 2 2

State courts....

cludes cases in Feder.

Note.—Except far Supreme Court cases, the cases covered by tables 24 end 25
are not inciuded.

Table 23.—Office of Chief Counsel~—Receipt and disposal
of collection, injuncti and discl.

nd State appellate courts retating to insolvency and

debtor dlen cases in court, and coltection, summoans, and injunction

cases,
¥includes appezl cases formerly shown in a separate table.
Nots.—inciudes cases handied st national end regional levels,

Table 26.—Office of Chief Counsel—Caseload report

cases
Pending | Receipts | Disposals { Pendin;
Status Number of cazes Activity July 1 June
(O] @ @ “
Pcnqin.ldluly .. 1,389
Receiv L7 Tolloeoeeeceeeneeeee 121,93 | 76,961 | 26485 | 22,43
Total : 3,126 s a1 72 1 102
Disposad of. 1,658
Pending june 30. 148 399 | 4,961 [ a9 3
95 L2 L5 - 2
No(ea-—Tni: Itgblo !ncnf::es c:us -leuﬂl;it n;llg ::1 ?zional levels which 304 3.849 im m
are under consideration for suit or are in sit in Federal and State cousts. It does T
not include cases relating to aicohol, tobacco, and firearms taxes, nor to insol vency Cotlection Litigation............. L35 1366 10,82 ad
nngldezhstnr proceedings (table 24), or appeal and other cases which are intluded in Nations! Office. 299 953 857 595
tablo 25. Field 3,8 | 10413) 10,085 423
Table 24.—Office of Chief C }-—Receipt and di: | of : 2,813 2,123 1,980 2,95
insolvency and debtor proceedings Nationa! Offies............. 120 134 I 30
Field. 2,693 1,589 1,806 2,876
Reorganize- | Bankruptcy | Miscella- ivisi
Tomn 'f'"'d and Vaeots interpretative Division..._...... 195 706 699 22
of proceed. i :
Status ngs 1 proceed. procesd. Joint Division.._..... 82 529 522 89
ings? ings 3 Refund Litigation Division. ...... 3,42 1,424 1,417 3,249
[0 @ [ (0] Tax Court?.. 10,791 5,780 6,027 10,544
N 453 403 300 5%
Pending July 1,738 897 44 407 10,298 53 5,721 9,948
Received 3,296 1,658 1,033 605
5,034 2,555 1,467 1,012 1 Ravised to inctude Administration cases.
Disposed of... 2,955 1,385 983 587
Pending Jgne 30. 2,079 L170 484 a5
! Proceedings nstituted under the following section or chapters of the Bank-
ruptey Act: Sec. 77 (railroad ions) and chs, gani
tions), XI (arrangements as fo unsecured indedtedness), XII (real property
arrangements), and X111 (wa, rners’ pians), which involve tax claims and other
tights and interests of the United States.
3 Bankruptey liquidation proceedings and Federal or State recaivership proceed-
ings which invoive tax claims of the United States, . ’
3 Proceedings ralating i insolvent banks, tor
the benefit of creditors, or administration of estates of decedents, which involve tax
claims of the United States.
Note.—Includes cases handled at national and regiona! levels.
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Table 27.—Obligations incurred by the Internal Revenue Service
[!n thousands of dollars}

Personnel
Total co:?aunuon Trave! Equipment Other
Internal revenue office, district, of region and benefits
0] @ [€) ® ®
A. National Office and regional totals (including district directors® offices and sarvice |
centers)
235,987
.Total Internal Revenue Service ! 500, 804 440,542 16,926 6,349
54,129 31,235 2,316 1797 18, 780
Yational Office. 9250 pewry 2223 752 " 794
Atlanta region 30,415 27,34 75 380 " 905
e 227 532 1107 758 L4
Chicapo region 17,55 .82 1774 3 1,470
s@l o gl el om e
alla; ) N
Ko i 2% 38340 688 30 Zon
Dmahs reglor 55,763 52,280 1212 887 1’585
region 84,563 58219 ’ 134 6% 3494
Sln F ncisco region 3o H o s pird
frapect ! 165 5170 865 1] ]
s' Ion:' nspection. H S u i
ice
B. Regional commissioners’ offices (excluding districi disectors’ offices and servico
centers)
, 752 118 w ) 1,003
Sllants roglon. i 3191 115 o b
Bostun regin $i/] 5273 130 38 333
032 ;134 308 53 53
ol oaml w8l o=
[I)llol\:‘ ok o city e 3 s o s i
Rl Bl o®m & B
Veiion z
Sln Francisco region. , 880 6,
C. Regional costs undistributed w
Atlanta region. ﬁg HH
Boston region, it i
Chicago region. n n
Cincinnati region. u M 3
Dallas r . - H ]
New Yor! “y regian, 29 21
e texlor 161 sl
Phitadelphia region. 150 a7 33
San Francisco region
D. Districts directors’ offices and service centers
Mianta: 5,060 199 I 191
o e 3567 133 3 119
: 7637 2 43 95 i 7
o 591 54 21 7 186
= 2300 2,108 for i &7
chron : 3116 &304 399 1 ®
Nashvlile. aae 4,964 : gg; l;g 3:6 ;33
egional Service Center 5,802 X : . . ) .
Boston sta 1,68 1,574
p 10,193 9710 156 53 2
g 834 8 0 2
i 5,877 5,476 125 18 1
harttord 123 1153 3 1 z
1,963 173 3 i e
Northeast Service Conter. 4,764 3,603 . .
Chicege: | 17,317 16,520 26 13 5
e 1378 13,050 318 7 7
T 6211 ;884 168 2 13
; 4,98 4,635 181 2 121
i 54 ) 1
o G e 03 253 1 a7
i : 7181 6784 206 4 4
£512 4204 169 2 |
nllllﬁ‘l"l zrm z' 578 130 H :
Richmand = 5,480 som as [
ehmon
Regional Service Center..... .- 21
s 1,805 1,62 ) 17 7
8705 8073 3% i z
fustin. : 8,545 7,942 335 s it
Chie 253 2,255 115 ? B
N ek 1901 0581 13 § 1
Oepo : ) 3% i 2 s
quantl serv{m Center. 05 02 .
o 3,301 3172 g5 2 K
ok 13661 1313 121 i e
sl 1 en 4406 a1 4 i
e 23,925 ] 150 *® &5
3,559 3 1] LB 3
Lo R 1% i (AN
Bee footnotes at end of table.
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Table 27.—Obligations incurred by the Internal Revenve Service—Continved
[!n thousands of dollars}

ot msoungon | Towel | equi
o compensation ravel uipment Other
Internal revenue office, district, or region benefits auip
[ @ (&) (O] )
D. Districts directors’ offices and service centers—Continued
Omahs:
Aberdeen 1,283 1,165 7 a3
Cheyenne 95 854 6 £
nver. 3,742 3,501 e 2 HT
Des Moines. 4,442 4,134 1 24 99
Fargo.... 1,165 1,045 & K
Kansas City 3,875 3,617 { 1 21 82
Omaha 2,725 2,528 103 " 1
St. Louis. 4,634 4,412 109 23 83
SL P-ul 5,874 5483 162 67 162
. 3,928 3,646 162 2 98
ldwul Service Canter. 5,082 4,038 7 70 957
Phllldalfhf
8,294 8,862 L 134 168
Camden . 4,080 3,885 14 B85
Newark. 9,951 9,559 5 3
10,667 10,082 2 3 197
F 7,609 7,213 1 EX) 167
cranton 2,776 2,64 R 16 [
1,424 1,364 i 26
egional Service Center, . 1,787 1,358 s 25
San Francisco:
753 669 3 38
1,409 1,300 4 o
1,532 1,391 19 Q
1,459 1,385 9 38
18,733 17,516 3 154 683
2,460 2,285 - 20 2
, 852 3.614 1 23 97
1,616 1,28 216 12 81
1,623 1,539 35 9 40
12,930 12,085 286 " 485
5871 5,306 13 3 29
4,989 3,655 18 39 1,279
1 includes $398,450 financed from reimbursemants.
1 Does not include $930,172 rentaf transfer to Genera Services Administration.
*Less than $500.
Table !8.—Quanmy and cost statistics for printing
1963 1962
Class of Waork Quantity (thousands) Cost Quantity (thousands) Cost
(thoysand hi
dollars) dollars)
ltamsorsets| Packages Iternsarsets | Packages
m @ ¢} () ) ©
Total.. - 8,849 8,289
Packages of tax returns and instructions for mlior mailings to taxpayer, total_..___ 411,597 69,918 1,207 394,664 68, 888 112
Pa:kln 1 Form 1040 and pages). , 14 16,715 218 36,765 12,255 163
Pag 'm 1040, Sch:dnles B D 1040[ and instructions—28 pages; 136,320 17,040 400 119,640 14,955 343
Plcka'u 3( nrm XMD Sched 1040ES, and ln:(mc!mns—w (f"“)' 77,726 7,066 257 77,605 7,055 258
Package 4 (Form 1040, Schlﬂul , I4OES, and instructions—40 pages) 31,625 2,875 102 34,540 3,140 112
Package 5 (Form 1065, Schedule D nd’ ms(mcnnn—ls pn x)_ 5,180 1,036 5,225 1,045 IH
Pltkul 6 (Form 1120, Schedule D, and 5,625 1,125 28 5,405 1,081 26
Package 7 (Form 10404, In:(ruchom and return en: elanv 40,000 20, 000 95 , 604 25.302 12
Emplaymnnt m pukur—?ub 353 (Fo:m: 7018, 94la,
3—28 pay 64,976 4,061 83 84,830 4,055 8
Othar tax returns, i bii forms, and - 11,283,354 3,882 915,756 3,720
Administrative forms lnd 531,863 . 2,452 473,500 2,155
Fieid printing. ... .. 3 368 98, 801 363
Excisa tax lhmns oo 1,944,922 840 | 1,918 832 929
! New forms 3435 and 3227 account for more than half of increasa over 1962 quantity.
103




e zanr

A
Acts:
Revenue—1962, 35
Tax Rate Extension—1963, 35
Adverse Tax Court decisions, 22
Advisory group, 59
Alcohol and tobacco tax:
Authorization of operations, 32
Chemical analysis and research, 33
Court decisions, 70~72
Enforcement activity, 29
Establishments:
Inspection of, 32
Qualified, 32, 92
Label activity, 33, 93
Major violator program, 29
Mandatory preventive raw materials
program, 29
Regulations, 5, 65
Seizures and arrests, 29
Supervision on-premises, 32
Statistics on, 9, 78, 85, 86, 88, 92, 93
Announcements, 67
Annual technical review institute, 6
Appeals:
Appellate Division, 19
Closing agreement cases, 21
Processing of, 20
Statistics on, 20, 21, 98, 99
Appendix, 62
Area service centers, 14
Assessments, additional. (Ses Taxes.)
Automatic data processing:
Atlanta Service Center, 15
Detroit Data Center, 15
New studies, 15
Philadelphia Service Center, 15

B

Budget, net receipts, 11
Bulletin, Internal Revenue, 7, 66

C

Carryback allowances, 14
Chief Counsel, Office of:
Analysis of cases flowing through, 26
Cases involving criminal prosecution,
23
Disposal of cases by, 37
Civil litigation, 22, 37
Claims. (See specific item.)
Closing agreement cases, 7
Collection litigation legal services, 28
Collections:
Alcohol taxes, 9, 78, 85, 86, 88, 92
Corporation income taxes, 8, 9, 77,
85, 86, 88

Disability and old-age insurance, 8,

INDEX

Collections—Continued
Employment taxes, 8, 9, 77, 85, 86, 88
Estate and gift taxes, 8, 9, 10, 78, 85,
86, 88
Excise taxes, 8, 9, 10, 78, 85, 86, 88
Individual income taxes, 8, 9, 77, 85,
86, 88
Old-age and disability insurance, 8,
9,77, 85, 86
Other, 9, 84, 85, 87, 88
Railroad retirement, 9, 77, 85, 86
Stamp taxes, 78-80, 84-87
Statistics on, 9, 77-88, 92
Tobacco taxes, 9, 80, 85, 86, 88, 92
Unemployment insurance, 8, 9, 77,
85, 86
Withholding taxes, 9, 77, 85, 86
Commissioner:
Contest of suits, 6869
Summary and transmittal letter, iv
Commissioners of Internal Revenuc,
1862-1963, viii
Conventions, tax. (See Tax conven-
tions.)
Corporation income taxes:
Additional assessments, 24
Claims for refund, 19
Collections, 8, 9, 77, 85, 86, 88
Refunds of, 11, 12, 90

Returns:
Examined, 18
Filed, 13,/91

Statistics on, 8, 9, 77, 85, 86, 88
Court(s):
Circuit courts of appeals, 22, 70
Of Claims, 22, 38, 101
Supreme, of the United States, 22,
100, 101
The Tax, of the United States, 20-22,
99-101
United States District, 22, 38, 100
Criminal prosecution:
Analysis of cases, 23
Cases, disposal of, 23
Results of, 23
Supreme Court decision in, 68-70
Current research program, 44

D
Delinquency investigations and delin-
quent returns:
Additional tax from, 22
Analysis of, 22
Statistics on, 25
Delinquent accounts:
Disposals, 25, 26
Statistics on, 25, 26
Depreciation, 5
Determination letters:

Determination letters——Cantinued
Exempt organizations, 7
Pension trust plans, 6
Statistics on, 7

Disability insurance taxes:
Collections, 8, 9, 77, 85, 86
Refunds, 12

Disciplinary actions, 57

Dividends and interest, 44

E

Employee benefit plans, determination
letters on, 7
Employment taxes:
Additional assessments resulting from
examination, 18
Appellate Division processing of, 21
Claims for refunds, 19
Collections, 8, 9, 77, 85, 86, 88
Refunds of, 12, 90

Returns:
Examined, 18
Filed, 13, 91

Enforcement activitics:
Additional tax from, 24
Alcchol and tobacco tax enforce-
ment, 29, 31 -
Appeals, 21
Claims disallowed, 19
Delinguent accounts, 25
Delinquent returns, 22
Examination of returns, 18
Firearms program, 29
Informants’ rewards, 28
Mathematical verification, 16
Offers in compromise, 27
Tax fraud investigations, 22
Enginecring citator, 6
Enrollment of practitioners:
Amendments of, 57
Renewal of cards, 58
Special program, 58
Statistics on, 58
Estate tax:
Additional assessments, 25
Appeliate Division processing of, 20
Claims for refunds, 19
Collections, 8, 9, 10, 78, 85, 86, 88
Refunds of, 12, 90
Returns:
Classification of, 18
Examined, 18
Filed, 13, N
Estimated tax, declarations of:
Corporation, 13
Individual, 13

9,77, 85, 86

707151 O - 83 -9

Employec benefit plans, 6

Processed by service centers, 14
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II - Examination, additional assessments | EX
from, 24 K Personnel—Continued
M, < . Regulations— i
i Exam.manon program: Incentive awards program, 51 Kit, Mr. Businessman’s, 2 Recruitment, 50 If:arinosson CsonUﬂqu Tax(es)—Continucd
! Claims for refund, 19 Income tax{es): s, Staffing and redeployment, 50 New. 58 ! Fiduciary incotne, 25
: Classificati I NG . otaihing yment, , i ;
i :‘sxs::“caltgon and of re- ;" from :TﬂfOI‘ccmcnt, 25 . L :tansucs on, 38, 50 Regions, reduction of, 49 g?:d;n;and motor fuels, 81, 85, 87
‘ 3 returns, 8, 9, 77, 85, 86, 88 Laboratories: i ummer student program, 51 Reports program, 49 i, 8, 9, 10, 78, 85, 86, 88
Pl Ovcrasacsmcr?ts of tax, 19 Corporation, 8, 9, 77, 85, 86, 88 Research, 33 i Planning activities, 42 Repr 2 b; former \ Individual incomc, 8, 9, 77, 85, 86, 88
Returns examined, number of, 18 Individual, . 9. 77 85, 86, 38 Testing, 33 . Practitioners: R 0 ployees, 58 |  Old-age insurance, 8, 9, 77, 85, 8 »
Tax recommended, additi Lo T T T B e ! E equests for tax rulings, analysis of, 6 Oth o T 85, 86
o 2 ended, additional, 18,19 | Processing of protested cases, 20 Legal activities, 37, 38 . nroliment of, 58 Research program, 44 g ther, 9, 84, 85, 87, 88, 89
I Exc;’c,'f'm: Indictments, 24 N Legislative activities, 34 . Statistics on, 58 Resources utilization, 43 Railroad retirement, 9, 77, 85, 86
[ A d"‘l‘ana] ?sscs"mcnts, 25 Individual income taxes: Litigation, appeals and civil, results of, Principal officers of the Internal Reve- | Returns filed: ’ Stamp, 78-80, 84-87
. Appella Division, pr ing of, 21 Additional 25 22, 37 ’ ’ . nue Serviee, ix Classiﬁcatic;n and selection of, 1 Tobaceo, 9, 80, 85, 66, 88, 92
Collections, 8, 9, 10, 78, 85, 86, 88 Appellate Division, processing of, 20 Long-range planning, 42, 43 Programs: Examination of, 18 fon o6, 18 U‘-mmplwmcm’ 8,9, 71, 85, 86
_ xcfunds fc?f, 12, 90 Claims for refund, ,19 » Equal employment opportunity, 51 Increase in. 13 4 Withholding, 9, 77, 85, 86
Sl Ex,_-:r:u:ns 1lcd,.13,‘91 . - Collections, 8, 9, 77, 85, 86, 88 . M 1 E);cculxvc selection and development, Number :x’amined, 18 Iaxpa)'er assistance program, 4
' IctP!mu- " , deter Mathematical verification of, 17 Major management improvements, 48 . 1 Processed in service centers, 14 axpayer compliance measurcment
o on, Refunds of, 11, 12, 90 Major violator program, 29 neentive awards, 51 Statistics on, 13, 91 ’ Lo ogram, 43
! ,» 12, il y 13, ings:
: I‘ . Rcturn.s: . Man(li‘:tory pzr;:vcntlvc raw materials : !S{t?c)::ﬁ:n?d wraining, 49 Verification of, 12 :‘c;‘:xt::g;‘;r P
It C}asslﬁcatﬂm and examination of, 18 | program, 29 Summer stud g Revenuc rulings and procedures: Statistics ' 7
i Facilitics management: Filed, 13, 91 Managcmcm activitics, 48 ] T sudent assistant, 31 Analysis of, 7 Teachi .
i : Processed in servi anagement improvement ! axpayer compliance measurement Publi : caching taxes program, 3
h Records and paperwork, 54 service centers, 14 program, : 43 ! ublished, 7, 66 Technical i i .
Y S 5 ’ Informants: 48 . nical information releases, 68
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